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Lepelle-Nkumpi Local Municipality 

STATEMENT OF FINANCIAL POSITION 

as at 30 June 2013 



ASSETS 

Note 

2013 

R 

2012 

R 

Current assets 

Cash and cash equivalents 

1 

2 586 507 

8 371 292 

Trade and other receivables from exchange transactions 

2 

38 129 159 

41 499 719 

Other receivables from non-exchange transactions 

3 

2 147 560 

53 275 197 

Other current financial assets 

4 

- 

35 885 

Inventories 

5 

197 447 

970 274 

Investments 

6 

71 142 619 

99 041 487 

VAT receivable 

10.2 

8 459 982 

4 986 922 

Non-current assets 

Property, plant and equipment 

7 

467 696 571 

247 042 071 

Total assets 

LIABILITIES 


590 359 845 

455 222 845 

Current liabilities 

Trade and other payables from exchange transactions 

8 

42 103 235 

46 229 652 

Consumer deposits 

9 

491 226 

521 420 

Current portion of unspent conditional grants and receipts 

11 

5 842 733 

6 083 422 

Current portion of finance lease liability 

12 

514 020 

190 840 

Non-current liabilities 

Non-current finance lease liability 

12 

315 158 

315 158 

Non-current provisions 

13 

1 491 346 

1 116 053 

Total liabilities 


50 757 717 

54 456 545 

Net assets 


539 602 127 

400 766 300 

NET ASSETS 

Accumulated surplus 


539 602 126 

400 766 300 

Total net assets 



539 602 126 

400 766 300 
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Lepelle-Nkumpi Local Municipality 


STATEMENT OF FINANCIAL PERFORMANCE 

for the year ending 30 June 2013 

Note 2013 2012 


Revenue 

Exchange Revenue 

Service charges 

Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding receivables 
Other Income 


Non-Exchange Revenue 




Property rates 

14 

16 079 134 

48 630 227 

Fines 


624 895 

641 311 

Water and Sanitation Agency Fees 

20 

28 620 874 

31 343 100 

Licences and permits: Department of Transport 


3 639 778 

3 625 751 

Government grants and subsidies 

21 

168 897 279 

143 622 344 

Total revenue 


229 903 293 

247 626 251 

Expenses 




Employee related costs 

24 

54 374 845 

44 817 158 

Remuneration of councillors 

25 

14 014 557 

13 077 419 

Bad debts 


23 790 081 

441 270 

Depreciation and amortisation expense 

26 

26 078 999 

14 909 674 

Free Basic Services: Electricity 


- 

4 804 448 

Repairs and maintenance 


6 995 885 

7 428 512 

Finance costs 

27 

149 515 

138 350 

Contracted services 

28 

3 730 955 

3 728 691 

General expenses 

29 

55 642 556 

45 338 219 

Total expenses 


184 777 393 

134 683 741 

(Impairment loss) / Reversal of Impairment loss 


14 436 


Profit / (loss) on fair value adjustment 



- 

Inventories: (Write-down) / reversal of write-down to net realisable 




value 

5 

- 

- 


Surplus / (deficit) for the period 45 111 464 112 942 510 


15 

4 323 583 

4 319 629 

16 

104 203 

151 168 

17 

4 004 186 

4 594 172 

18 

1 974 250 

7 607 356 

23 

1 635 113 

3 091 193 
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Lepelle-Nkumpi Local Municipality 

STATEMENT OF CHANGES IN NET ASSETS 

as at 30 June 2013 



Accumulated 



Surplus/(Deficit) 

Total: Net Assets 


Note R 

R 

Balance at 30 June 2011 

449 385 869 

449 385 869 

Changes in accounting policy 

- 

- 

Restated balance Water and Sanitation 2011/2012 

(26 545 999) 


Correction of prior period error 

(135 185 843) 

(135 185 843) 

Restated balance 

287 654 027 

287 654 027 

Surplus / (deficit) on revaluation of property of property, plant and equipment 


- 

Other items 


- 

Other items 


- 

Net gains and losses not recognised in the statement of financial performance 


- 

Transfers to / from accumulated surplus/(deficit) 

- 

- 

Surplus / (deficit) for the period 

112 942 510 

112 942 510 

Balance at 30 June 2012 

400 596 537 

400 596 537 

Correction of prior period error 

32 169 762 

169 762 

Restated balance 

400 766 299 

400 766 299 

Surplus / (deficit) on revaluation of property of property, plant and equipment 


- 

Correction of prior period error 

94 586 894 

94 586 894 

Other items 

(826 619) 

(826 619) 

Net gains and losses not recognised in the statement of financial performance 


- 

Transfers to / from accumulated surplus/(deficit) 

(35 912) 

(35 912) 

Surplus / (deficit) for the period 

45 111 464 

45 111 464 

Balance at 30 June 2013 

539 602 126 

539 602 126 



Lepelle-Nkumpi Local Municipality 



CASH FLOW STATEMENT 




as at 30 June 2013 





Note 


2 013 

2012 




R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 



199 308 169 

227 164 356 

Taxation 



16 079 134 


Sales of goods and services 



4 427 785 

87 423 300 

Grants 



168 897 279 

139 741 056 

Interest received 



4 004 186 

- 

Other receipts 



5 899 786 


Payments 



134 758 799 

146 305 673 

Employee costs 



68 389 402 

57 551 646 

Suppliers 

Interest paid 

Other payments 



66 369 397 

88 754 027 

Net cash flows from operating activities 

31 


64 549 371 

80 858 683 

CASH FLOWS FROM INVESTING ACTIVITIES 





Purchase of fixed assets (PPE) 

Proceeds from sale of fixed assets 



-98 779 496 

(46 312 048) 

Proceeds from sale of investments 
(Decrease)/! ncrease in Investments 





Decrease/(lncrease) in Loans and receivables 



- 

(17 867 001) 

(Decrease)/! ncrease in Payables 





Net cash flows from investing activities 



-98 779 496 

(64 179 049) 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 

Repayment of borrowings 



323 181 


Proceeds from finance lease liability 

Repayment of finance lease liability 



223 292 

(262 402) 

Net cash flows from financing activities 



546 473 

(262 402) 

Net increase / (decrease) in net cash and cash equivalents 



-33 683 652 

16 417 232 

Net cash and cash equivalents at beginning of period 



107 412 778 

90 995 546 

Net cash and cash equivalents at end of period 

32 


73 729 126 

107 412 778 




73 729 126 
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LEPELLE-NKUMPI LOCAL MUNICIPALITY 

STATEMENT OF COMPARISONS OF BUDGET AND ACTUAL AMOUNTS FOR THE YEAR ENDED 30 June 2013 


Description 

2012/2013 

2011/2012 

Orignal Budget 

Budget 

Adjustments 

(i.t.o. s28 and 
s31 of MFMA) 

Virement 
(i.t.o Council 
approved policy) 

Final Budget 

Actual Outcome 
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Financial Performance 














Property Rates 

22 000 000 



22 000 000 

16 079 134 


5 920 866 

5.74 

5.74 




48 630 227.00 

Service Charges 

4 680 000 



4 680 000 

4 323 583 


356 417 

1.54 

1.54 




4 319 629.00 

Investment Revenue 

4 500 000 



4 500 000 

5 978 436 


-1 478 436 

2.14 

2.14 




4 594 172.00 

Transfers recognised - operational 

123 354 870 



123 354 870 

168 897 279 


-45 542 409 

60.33 

60.33 




143 622 344.00 

Other own Revenue 

125 398 712 



125 398 712 

34 624 862 


90 773 850 

12.37 

12.37 




19 913 880.00 

Total Revenue (Exculding capital transfers and 














contributions) 

279 933 582 



279 933 582 

229 903 293 


50 030 289 

82 

82 




221 080 252.00 

Employee Costs 

57 073 789 



57 073 789 

54 374 845 


2 698 944 

19.42 

19.42 




44 817 158.00 

Remuneration of Councillors 

13 785 971 



13 785 971 

14 014 557 


-228 586 

5.01 

5.01 




13 077 419.00 

Debt Impairment 

38 001 053 



38 001 053 

23 790 081 


14 210 972 

8.50 

8.50 




441 270.00 

Depreciation and asset impairment 

65 000 000 



65 000 000 

26 078 999 


38 921 001 

9.32 

9.32 




14 909 674.00 

Finance Charges 





149 515 


-149 515 

0.05 

0.05 




138 350.00 

Materials and Bulk purchases 

1 565 647 



1 565 647 

6 995 885 


-5 430 238 

2.50 

2.50 




4 728 515.00 

Transfers and Grants 








0.00 

0.00 





Other Expenditure 

46 684 095 



46 684 095 

59 373 512 


-12 689 417 

21.21 

21.21 





Total Expenditure 

222 110 555 



222 110 555 

184 777 393 


37 333 162 

66 

66 




134 683 741.00 

Loss: Impairment of Assets 





14 436 









Surplus/(Deficit) 

57 823 027 



57 823 027 

45 111 464 


12 697 127 

16 

16 





Contributions Recognised - capital & contributions 














assets 








0.00 

0.00 




35 274 189.00 

Surplus/(Deficit) after capital transfer and 














contributions 

57 823 027 




45 111 464 


12 697 127 

16 

16 





Share of Surplus/Deficit of associate 














Surplus/Deficit for the year 

57 823 027 




45 111 464 


12 697 127 















Cash Flows 














Cash/cash equivalents at the beginning of the year 














Net Cash from (Used) operating 














Net Cash from (Used) Investing 














Net Cash from Used Financing 














Cash/cash equivalents at the year end 















Reconciliation of Budget surplus/deficit with the surplus/deficit in the statement of financial performance 
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Note 


Net surplus/deficit per the statement of 

Financial performance 0 


Adjusted for; 

Revenue variances 
Fair value adjustments income 
Surplus on the sale of assets 
Add: Revenue variances 


1 


50 030 289 
0 
0 

50 030 289 


Adjustment for: 
Expenditure variances 

impairments recognised 
Loss on sale of asset 
Less: Expenditure variances 
Debt Impairment - Actual 
Debt Impairment - Budget 


-37 333 162 


0 

0 

2 -37 333 162 

0 
0 


Net surplus/deficit per approved budget 12 697 127 


Note 1 
Revenue 

Property rates 

Property rates - Penalties and collection charges 
Service Charges 
Rental Received 

Interest Earned - External Investments 
Interest Earned - Outstanding debtors 
Government Grants and Subsidies 
Other Income 

Total Revenue 


Actual 

Budget 

Variance 

16 079 134 

22 000 000 

5 920 866 

4 323 583 

4 680 000 

356 417 

5 978 436 

4 500 000 

-1 478 436 

168 897 279 

34 624 862 

123 354 870 

125 398 712 

-45 542 409 

90 773 850 

229 903 293 

279 933 582 

50 030 289 


Note 2 
Expenditure 


Employee Costs 

54 374 845 

57 073 789 

-2 698 944 

Remuneration of Councillors 

14 014 557 

13 785 971 

228 586 

Debt Impairment 

23 790 081 

38 001 053 

-14 210 972 

Depreciation and asset impairment 

26 078 999 

65 000 000 

-38 921 001 

Finance Charges 

149 515 


149 515 

Materials and Bulk purchases 

6 995 885 

1 565 647 

5 430 238 

Transfers and Grants 




Other Expenditure 

59 373 512 

46 684 095 

12 689 417 

Total Expenditure 

184 777 393 

222 110 555 

-37 333 162 
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LEPELLE-NKUMPI LOCAL MUNICIPALITY 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Accounting Policies 

1. Presentation of Annual Financial Statements 


I lie; ciiiiiucii ill icii luicii OLCiLc;i I ici iLO 1 1 CIV c; l;c;c;ii [ji cpcii c;u hi ciouui ucii ioc; vvilii li ic; olcu lucii uo ui ici ciiiy 

Recognised Accounting Practices (GRAP) prescribed by the Minister of Finance in terms of General 
Notice 991 and 992 of 2005. These annual financial statements have been prepared on an accrual 




A summary of the significant accounting policies, which have been consistently applied, are disclosed 


These accounting policies are consistent with the previous period. 


1.1 Significant judgements and sources of estimation uncertainty 


III [Ji c;[jcii II ly LI ic; ciiiiiucii mi icii luicii olcilc;i i ici no, i iicii icl^ci iici ii lo ic;l{uiic;u lu iiiarvc; com i icnco cii lu 

assumptions that affect the amounts represented in the annual financial statements and related 
disclosures. Use of available information and the application of judgement is inherent in the formation of 






T. .4-. •-.-v 


.li-J 




Trade receivables / Held to maturity investments and/or loans and receivables 


I lie I MUI IIUI|JClllLy CIOOCOOCO no lUClIlO ClIIU ICUCIVCIUICO lUI II I ipcill I MCI n Cll CCIUI l OLCLLCMICIIL ui ill ICll lUICll 

position date. In determining whether an impairment loss should be recorded in the statement of 
financial performance, the municipality makes judgements as to whether there is observable data 




^ .-v ^ ^ 


4-1-.^ T. .4-. ^ 


I lie III ipcill I MCI n lUI lUClIlO ClIIU l CUCI VCIUICO lO UCIIUUICILCU UM Cl[JUILIUIIU UClOlO, UCIOCU UI I MIOLUl lUCll lUOO 

ratios, adjusted for national and industry-specific economic conditions and other indicators present at 
the reporting date that correlate with defaults on the portfolio. These annual loss ratios are applied to 


Allowance for slow moving, damaged and obsolete stock 


An allowance for stock to write stock down to the lower of cost or net realisable value Management 
have made estimates of the selling price and direct cost to sell on certain inventory items. 

The write down is included in the impairment of assets note. 


Fair value estimation 


I lie ICIII VCIIUC UI III ICll lUICll II lOLI UM ICMLO LICIUCU III CIULIVC MIClir\CLO ^OUUII CIO LICIUIII^ ClIIU CIV Cll I CIU I C" I U I -OCll C 

securities) is based on quoted market prices at the statement of financial position date. The quoted 
market price used for financial assets held by the municipality is the current bid price. The carrying 
value less impairment provision of trade receivables and payables are assumed to approximate their 




Impairment testing 


I I ic; I CLrUvci ciuic; cuiiuuiiio ui ucioi i-^c;i ici cilii i^ uiiiio cii lu iiiuiviuucii cioocio iicivc; uc;c;ii uc;lc;i 1 1 in icu uciocu 

on the higher of value-in-use calculations and fair values. These calculations require the use of 
estimates and assumptions. It is reasonably possible that the assumption may change which may then 






■<-«4-i^./-v^4- 4-<-s 4-l^./-v 




1. Presentation of Annual Financial Statements (cont...) 

I Mc; 11 iuMiui|JciiiLy i c; vie; wo cii lu lcolo li ic; ucii lyiii^ venue; ui ciooe;LO wi ie;M e;ve;MLO ui uiicii i^e;o ii i 

circumstances suggest that the carrying amount may not be recoverable. Assets are grouped at the 
lowest level for which identifiable cash flows are largely independent of cash flows of other assets and 
liabilities. If there are indications that impairment may have occurred, estimates are prepared of 
expected future cash flows for each group of assets. Expected future cash flows used to determine the 





1.1 Significant judgements and sources of estimation uncertainty 


Provisions 

Provisions were raised and management determined an estimate based on the information available. 
Additional disclosure of these estimates of provisions is included in note 19 - Provisions. 

Useful lives of waste and water network and other assets 


I I ic; I I iUI IIOI|JClllLy O I I ICll Id^CI I ICI IL UdCI I I III ICO LI 1C com l ICLLCU UOCI UI II VCO Cll IU I CICILCU UC[JICL>ICILIUII OIICll ^co 

for the waste water and water networks. This estimate is based on industry norm. Management will 


Wx 




\,x .yxys 


Post-retirement benefits 

I lie [Jl COCI IL VCIIUC UI LIIC [JUOL ICLIICIIiCIIL UUliyClLIUII UC[JCI lUO UI I Cl MUM lUCI UI I ClULUl O LI I Cll Cll C UCLCI I I IIIICU 

on an actuarial basis using a number of assumptions. The assumptions used in determining the net 
cost (income) include the discount rate. Any changes in these assumptions will impact on the carrying 


I MC I I IUMIUI|JClllLy UCLCM I III ICO LIIC Cip[JI U[JI ICILC UlOUUUI IL I CILC CLL LIIC CMU UI CCIUI I yCCll . I MIO lO LIIC IMLCI COL 


rate that should be used to determine the present value of estimated future cash outflows expected to 
be required to settle the pension obligations. In determining the appropriate discount rate, the 
municipality considers the interest rates of high-quality corporate bonds that are denominated in the 


...I-.;/-.!-. 4-l^yx ...ill yxyx.yl l^yxx.yx 




WLiici r\cy ciooul i ipiiuiio i ui pci loiuii uuii^cmui lo cii c uciocu uii uuiiciii iiicii r\CL uui iuiliumo. /-auuiliui icii 

I I »■* /-J I »■* /^ I /-J I Kl/^f-z-x 


Effective interest rate 


The municipality used the prime interest rate to discount future cash flows. 

Allowance for doubtful debts 


V_/M UCULUIO dll 11 I ipdlll I iCML lUOO lO ICUU^MIOCU III OUipiUO dllU UCIIUIL VVMCM LMCIC lO UUJCULIVC CVIUCMUC 


that it is impaired. The impairment is measured as the difference between the debtors carrying amount 




x.yx\,.yx f,.4-,.yyx 








1.2 Presentation of Currency 


These annual financial statements are presented in South African Rand which is the functional currency 



1.3 Going concern assumption 


III LCIIIIO Ul LI IC CIUUUUI nil ly OLCIIIUCIIU J. pCll Ciy I Cipi lO £- ! LU OU LI IC ClIIIIUCll 1 1 1 I Cll I L>l Cll OLCILC; I M Cl I LO Cll C 

prepared on a going concern basis. The assumption is based on the fact that the municipality may 
invoke its power to levy additional rates or taxes to enable the municipality to be considered as a going 


However based on the current solvency and liquidity ratio’s tests performed, the municipality's ability to 


1.4 Investment property 


Initial Recognition: 


II I VCOLI MCI IL pi upci ly II IL>IUUCO pi upci ly ^ICll lU Ul Cl UUIIUII 1^ , Ul pCll LUI CIUUIIUIII^, Ul UULI I ICIIIU Ul UUIIUIII^O 

held under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet 
service delivery objectives, the production or supply of goods or services, or the sale of an asset in the 
ordinary course of operations. At initial recognition, the Municipality measures investment property at 
cost including transaction costs once it meets the definition of investment property. However, where an 




Subsequent Measurement: 

II I VCOLI I ICI IL piUpCIiy lO IIICCIOUICU CIL 1CLII VCIIUC. /^ILCI IIIILICll I CUU^ I 1 1 LI U I I dll 1 1 I V COLI I I Cl I L piUpCIL^ lO 

measured at fair value at each Statement of financial position date. No depreciation is calculated on 


Item Useful life 


Property - land indefinite 
Property - buildings 5 - 50 years 


1.5 Property, plant and equipment 


niupciiy, pidllL dliu CpUipiMCIIL die Idl I^IUIC IIUII-UUIICIIl dOOClO y^lllUIUUIII^ Mill dOLI UULUl C dOOCLO J LI IdL dl C 

held for use in the production or supply of goods or services, rental to others, or for administrative 


The cost of an item of property, plant and equipment is recognised as an asset when: 

^ IL lO [JIUUdUIC LI Idl lULUIC CUUIIUIIIIL^ UCIICIILO Ul OCIVlUC [JULCIILIdl dOOUUIdlCU VVILII LI 1C 

item will 

-Fly-s... fy-s fl<.y-v ^ I y. I KN y. I I ft y • y-t y. y-1 

> the cost of the item can be measured reliably. 


l~IU[JCILy, pidllL dliu CL^UipiMCIIL lO IIIILIdliy II ICdOUl CU dl LyUOL. I I 1C L^UOL Ul dll ILCI I I Ul [Jl U[JCI ly , |Jldl IL dl lU 

equipment is the purchase price and other costs attributable to bring the asset to the location and 
condition necessary for it to be capable of operating in the manner intended by management. Trade 
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Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of 
acquisition. Where an item of property, plant and equipment is acquired in exchange for a non- 
monetary asset or monetary assets, or a combination of monetary and non-monetary assets, the asset 
acquired is initially measured at fair value (the cost). If the acquired item's fair value was not 
determinable, it's deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, 
they are accounted for as separate items (major components) of property, plant and equipment. 



1.5 Property, plant and equipment (cont...) 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment 
and costs incurred subsequently to add to, replace part of, or service it. If a replacement cost is 
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is located is also included in the cost of property, plant and equipment, where the entity is obligated to 
incur such expenditure, and where the obligation arises as a result of acquiring the asset or using it for 
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the item is in the location and condition necessary for it to be capable of operating in the manner 


IVICIJL^I opcil O [JCll LO CII IU OLCll IU Uy OLfUipi I lOI IL VVI IIUI I CII O OA^pOULOU LU UC UOCU lUI I I lUI C LI ICll I UI 1C [JCI lUU CII C 


included in property, plant and equipment. In addition, spare parts and stand by equipment which can 
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Major inspection costs which are a condition of continuing use of an item of property, plant and 
equipment and which meet the recognition criteria above are included as a replacement in the cost of 
the item of property, plant and equipment. Any remaining inspection costs from the previous inspection 
are derecoanised. 


Property, plant and equipment is carried at cost less accumulated depreciation and any impairment 
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losses except for land and buildings which is carried at re-valued amount being the fair value at the 
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Revaluations are made with sufficient regularity such that the carrying amount does not differ materially 
from that which would be determined using fair value at the end of the reporting period. 
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of the revaluation is restated proportionately with the change in the gross carrying amount of the asset 
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valuation surplus. The increase is recognised in surplus or deficit to the extent that it reverses a 
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Any decrease in an asset’s carrying amount, as a result of a revaluation, is recognised in surplus or 
deficit in the current period. The decrease is debited directly to a revaluation surplus to the extent of 
any credit balance existing in the revaluation surplus in respect of that asset. The revaluation surplus in 
equity related to a specific item of property, plant and equipment is transferred directly to retained 
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transferred directly to retained earnings as the asset is used. The amount transferred is equal to the 
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to their estimated residual value. Property, plant and equipment is carried at cost less accumulated 


The useful lives of items of property, plant and equipment have been assessed as follows:- 



1.5 Property, plant and equipment (cont...) 

Item Average useful life 

Land Infinite 

Furniture and fixtures 7 - 10 years 
Other items of plant and equipment 2- 5 years 
Office equipment 3 - 7 years 
Infrastructure 

> Roads and paving 5 - 100 years 

> Pedestrian malls 30 years 

> Electricity 10 - 50 years 

> Sewerage 10 - 100 years 

> Water 10 - 100 years 

> Housing 3 - 30 years 

> Storm Water 20 years 

Community 

> Buildings 10 - 50 years 

> Recreational facilities 10 - 100 years 

> Security 5 years 

> Watercraft 15 years 


Other 

> Other vehicles 5 years 

Bins and containers 5 years 
Landfill Sites 15 years 
Specialised vehicles 10 years 

Specialised property, plant and equipment 10 - 15 years 
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reporting date. If the expectations differ from previous estimates, the change is accounted for as a 
change in accounting estimate. Each part of an item of property, plant and equipment with a cost that is 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the 


Items of property, plant and equipment are derecognised when the asset is disposed of or when there 
are no further economic benefits or service potential expected from the use of the asset. 
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deficit when the items derecognised. The gain or loss arising from the de-recognition of an item of 
property, plant and equipment is determined as the difference between the net disposal proceeds, if 
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ordinary course of activities are transferred to inventories when the rentals end and the assets are 
available-for-sale. These assets are not accounted for as non-current assets held for sale. Proceeds 

cash flows on these assets are included in cash flows from operating activities in the cash flow 



1.6 Inventories 


Inventories are measured at the lower of cost and net realisable value. 
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incurred in bringing the inventories to their present location and condition. The cost of inventories is 
assigned using the first-in, first-out (FIFO) formula. The same cost formula is used for all inventories 
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period in which the related revenue is recognised. The amount of any write-down of inventories to net 
realisable value and all losses of inventories are recognised as an expense in the period the write-down 
or loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in 
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Redundant and slow-moving inventories are identified and written down from cost to net realisable 

Unsold properties are at the lower cost and net realisable value. Direct cost are accumulated for each 
separately identifiable development. Cost also includes a portion of the overhead costs. 

1.7 Financial instruments 


A financial instrument is any contract that gives rise to a financial asset of one entity and a financial 
liability or a residual interest of another entity. The amortised cost of a financial asset or financial liability 
is the amount at which the financial asset or financial liability is measured at initial recognition minus 
principal repayments, plus or minus the cumulative amortisation using the effective interest method of 
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Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other 
party by failing to discharge an obligation. Currency risk is the risk that the fair value or future cash 
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entity’s statement of financial position. The effective interest method is a method of calculating the 
amortised cost of a financial asset or a financial liability (or group of financial assets or financial 
liabilities) and of allocating the interest income or interest expense over the relevant period. The 
effective interest rate is the rate that exactly discounts estimated future cash payments or receipts 
through the expected life of the financial instrument or, when appropriate, a shorter period to the net 
carrying amount of the financial asset or financial liability. When calculating the effective interest rate. 
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cash flows and the expected life of a group of similar financial instruments can be estimated reliably. 
However, in those rare cases when it is not possible to reliably estimate the cash flows or the expected 
life of a financial instrument (or group of financial instruments), the entity shall use the contractual cash 
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Fair value is the amount for which an asset could be exchanged, or a liability settled, between 



1.7 Financial instruments (cont...) 

A financial asset is: 


> cash; 

> a residual interest of another entity; or 

> a contractual right to: 

■ receive cash or another financial asset from another entity; or 

■ exchange financial assets or financial liabilities with another entity under conditions that 
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reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in 

A financial liability is any liability that is a contractual obligation to: 

> deliver cash or another financial asset to another entity; or 
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unfavourable to 
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Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate 
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associated with financial liabilities that are settled by delivering cash or another financial asset. Loan 
Loans payable are financial liabilities, other than short-term payables on normal credit terms. 

1 VI CII r\CL MOr\ lO LI IC MOr\ LI ICLL LI IC ICIII VCIIUC Ul l ULUI C UCIOI l l lUVVO Ul cl I II ICll IL>ICll II lOLI Ul 1 Id IL will I IUL>LUCILC 

because of changes in market prices. Market risk comprises three types of risk: currency risk, interest 
rate risk and other price risk. Other price risk is the risk that the fair value or future cash flows of a 
financial instrument will fluctuate because of changes in market prices (other than those arising from 
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Transaction costs are incremental costs that are directly attributable to the acquisition, issue or disposal 
of a financial asset or financial liability. An incremental cost is one that would not have been incurred if 
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Financial instruments at amortised cost are non-derivative financial assets or non-derivative financial 
liabilities that have fixed or determinable payments, excluding those instruments that: 

> the entity designates at fair value at initial recognition; or 

> are held for trading. 

Financial instruments at cost are investments in residual interests that do not have a quoted market 
price in an active market, and whose fair value cannot be reliably measured. 

Financial instruments at fair value comprise financial assets or financial liabilities that are: 

> derivatives; 

> combined instruments that are designated at fair value; 

> instruments held for trading. A financial instrument is held for trading if: 

- it is acquired or incurred principally for the purpose of selling or repurchasing it in 
the near-term; or 

- on initial recognition it is part of a portfolio of identified financial instruments that are 
managed together and for which there is evidence of a recent actual pattern of short 
term profit-taking; 

- non-derivative financial assets or financial liabilities with fixed or determinable 
payments that are designated at fair value at initial recognition; and 

- financial instruments that do not meet the definition of financial instruments at 
amortised cost or financial instruments at cost. 



1.7 Financial instruments (cont...) 

Classification 

The municipality has the following types of financial assets (classes and category) as reflected on the 

Class Category 

Cash and cash equivalents 

Financial asset measured at amortised cost 

Trade and other receivables from non-exchange transactions 

Financial asset measured at amortised cost. 

Trade and other receivables from exchange transactions Financial asset measured at amorstised 
Long term receivables Financial asset measured at amortised cost 
The municipality has the following types of financial liabilities (classes and category) as reflected on the 

Class Category 

Long term liabilities Financial liability measured at amortised cost 
Trade and other payables Financial liability measured at amortised cost 

Initial recognition 

The entity recognises a financial asset or a financial liability in its statement of financial position when 
the entity becomes a party to the contractual provisions of the instrument. 

The entity recognises financial assets using trade date accounting. 

Initial measurement of financial assets and financial liabilities 


The entity measures a financial asset and financial liability initially at its fair value plus transaction costs 
that are directly attributable to the acquisition or issue of the financial asset or financial liability. The 
entity measures a financial asset and financial liability initially at its fair value [if subsequently measured 
at fair value]. The entity first assesses whether the substance of a concessionary loan is in fact a loan. 

analyses a concessionary loan into its component parts and accounts for each component separately. 
The entity accounts for that part of a concessionary loan that is: 
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Financial 
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exchange 



1.7 Financial instruments (cont...) 

Subsequent measurement of financial assets and financial liabilities 

The entity measures all financial assets and financial liabilities after initial recognition using the 

> Financial instruments at fair value. 

> Financial instruments at amortised cost. 

> Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

Fair value measurement considerations 
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instrument is not active, the entity establishes fair value by using a valuation technique. The objective of 
using a valuation technique is to establish what the transaction price would have been on the 
measurement date in an arm’s length exchange motivated by normal operating considerations. 
Valuation techniques include using recent arm’s length market transactions between knowledgeable, 
willing parties, if available, reference to the current fair value of another instrument that is substantially 
the same, discounted cash flow analysis and option pricing models. If there is evaluation technique 
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for pricing financial instruments. Periodically, an entity calibrates the valuation technique and tests it for 
validity using prices from any observable current market transactions in the same instrument (i.e. 
without modification or repackaging) or based on any available observable market data. The fair value 


Reclassification 

The entity does not reclassify a financial instrument while it is issued or held unless it is: 

> combined instrument that is required to be measured at fair value; or 

> an investment in a residual interest that meets the requirements for reclassification. 
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separated from a host contract that is a financial instrument at a subsequent reporting date, it 


This requires a reclassification of the instrument from amortised cost or cost to fair value. 
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value, the entity reclassifies the investment from fair value to cost. The carrying amount at the date that 

1 1 O I CIIOOIC I I ICOOUl C OCOOl I ICO OVOIIOOIC IOl oil II IVCOLI MCI IL III O I COlUUOl II ILCI COL IOl VVI IIL>I I O II ICOOUl C 

was previously not available, and the instrument would have been required to be measured at fair 


Gains and losses 
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fair value is recognised in surplus or deficit. For financial assets and financial liabilities measured at 


deficit when the financial asset or financial liability is derecognised or impaired, or through the 



1.7 Financial instruments (cont...) 

Impairment and un-collectability of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a 
Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost 
has been incurred, the amount of the loss is measured as the difference between the asset’s carrying 
amount and the present value of estimated future cash flows (excluding future credit losses that have 
not been incurred) discounted at the financial asset’s original effective interest rate. The carrying 
amount of the asset is reduced directly OR through the use of an allowance account. The amount of the 
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related objectively to an event occurring after the impairment was recognised, the previously 
recognised impairment loss is reversed directly OR by adjusting an allowance account. The reversal 
does not result in a carrying amount of the financial asset that exceeds what the amortised cost would 








Financial assets measured at cost: 
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interest that is not measured at fair value because its fair value cannot be measured reliably, the 
amount of the impairment loss is measured as the difference between the carrying amount of the 
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De-recognition 


Financial assets 


The entity derecognises financial assets using trade date accounting. 

The entity derecognises a financial asset only when: 

> the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

^ LI 1C Cl ILliy LI dl lOICI O LU dl lULI ICI pdl ly OUUOLdI ILIdliy dll Ul LI 1C I I0r\0 dl lU I CVVdl UO Ul UVVI ICI OI lip Ul 

the 

> the entity, despite having retained some significant risks and rewards of ownership of the 
financial 

asset, has transferred control of the asset to another party and the other party has the 
practical ability 

- derecognise the asset; and 

- recognise separately any rights and obligations created or retained in the transfer. 



1.7 Financial instruments (cont...) 

The carrying amounts of the transferred asset are allocated between the rights or obligations 
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created rights and obligations are measured at their fair values at that date. Any difference between the 
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retains the right to service the financial asset for a fee, it recognise either a servicing asset or a 
servicing liability for that servicing contract. If the fee to be received is not expected to compensate the 
entity adequately for performing the servicing, a servicing liability for the servicing obligation is 
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entity obtaining a new financial asset or assuming a new financial liability, or a servicing liability, the 
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On de-recognition of a financial asset in its entirety, the difference between the carrying amount and the 
sum of the consideration received is recognised in surplus or deficit. 
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recognition in its entirety, the previous carrying amount of the larger financial asset is allocated between 
the part that continues to be recognised and the part that is derecognised, based on the relative fair 
values of those parts, on the date of the transfer. For this purpose, a retained servicing asset is treated 








II O LI OI lOICI UUCO I lUL I COUIL III UC'I CUUy I 1 1 LI U I I UCUOUOC LI 1C CIILliy I lOO ICLOIIICU OUUOLOl ILIOliy on LI 1C I ior\o 

and rewards of ownership of the transferred asset, the entity continue to recognise the transferred 
asset in its entirety and recognise a financial liability for the consideration received. In subsequent 

asset and any expense incurred on the financial liability. Neither the asset, and the associated liability 


Financial liabilities 


The entity removes a financial liability (or a part of a financial liability) from its statement of financial 
position when it is extinguished i.e. when the obligation specified in the contract is discharged. 
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terms is accounted for as having extinguished the original financial liability and a new financial liability is 
recognised. Similarly, a substantial modification of the terms of an existing financial liability or a part of 
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extinguished or transferred to another party and the consideration paid, including any non-cash assets 
transferred or liabilities assumed, is recognised in surplus or deficit. Any liabilities that are waived. 
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Presentation 


Interest relating to a financial instrument or a component that is a financial liability is recognised as 


L^IVIUCIIUO Ul OIIIIIIOI UlOLIIUULIUIIO I CIOLII ly LU O I II lOI lUIOI II lOLI Ul I ICI IL Ul O UUI I l[-;UI ICI IL LI lOL lO O I II lOI lUIOI 

liability is recognised as revenue or expense in surplus or deficit. Losses and gains relating to a 
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related income tax benefit [where applicable]. Transaction costs incurred on residual interests is 
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of financial position when the entity currently has a legally enforceable right to set off the recognised 
amounts and intends either to settle on a net basis, or to realise the asset and settle the liability 



1.8 Revenue from exchange transactions 
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those inflows result in an increase in net assets, other than increases relating to contributions from 
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extinguished, and directly gives approximately equal value (primarily in the form of goods, services or 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade 

Sale of goods 

Revenue from the sale of goods is recognised when all the following conditions have been satisfied: 
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ownership of the 
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associated 

with ownership nor effective control over the goods sold; the amount of revenue can be 

> it is probable that the economic benefits or service potential associated with the 
transaction will flow to the municipality; and 

> the costs incurred or to be incurred in respect of the transaction can be measured reliably. 


Rendering of services 
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revenue associated with the transaction is recognised by reference to the stage of completion of the 






> the amount of revenue can be measured reliably; 
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will flow to 

> the stage of completion of the transaction at the reporting date can be measured reliably; and 
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measured 





1.8 Revenue from exchange transactions (cont...) 
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is recognised on a straight line basis over the specified time frame unless there is evidence that some 
other method better represents the stage of completion. When a specific act is much more significant 

postponed until the significant act is executed. 
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revenue is recognised only to the extent of the expenses recognised that are recoverable. Service 


Interest, royalties and dividends 

Revenue arising from the use by others of entity assets yielding interest, royalties and dividends is 
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will 

> The amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

Royalties are recognised as they are earned in accordance with the substance of the relevant 

Dividends, or their equivalents are recognised, in surplus or deficit, when the municipality’s right to 

Service fees included in the price of the product are recognised as revenue over the period during 

1.9 Revenue from non-exchange transactions 
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a municipality, which represents an increase in net assets, other than increases relating to contributions 
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service potential embodied in the asset is required to be consumed by the recipient as specified or 
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Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of 
its objectives and can exclude or otherwise regulate the access of others to that benefit. 
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extinguished, and directly gives approximately equal value (primarily in the form of cash, goods. 


Fines are economic benefits or service potential received or receivable by entities, as determined by a 
court or other law enforcement body, as a consequence of the breach of laws or regulations. 


Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange 
transaction, an municipality either receives value from another municipality without directly giving 
approximately equal value in exchange, or gives value to another municipality without directly receiving 
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transferred asset may be used, but do not specify that future economic benefits or service potential is 
required to be returned to the transferor if not deployed as specified. Stipulations on transferred assets 
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with laws and or regulations, established to provide revenue to government. Taxes do not include fines 
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Transfers are inflows of future economic benefits or service potential from non-exchange transactions. 


1.9 Revenue from non-exchange transactions (cont...) 
Recognition 


An inflow of resources from a non-exchange transaction recognised as an asset is recognised as 
revenue, except to the extent that a liability is also recognised in respect of the same inflow. 
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resources from a non-exchange transaction recognised as an asset, it reduces the carrying amount of 
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Measurement 
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recognised by the municipality. When, as a result of a non-exchange transaction, the municipality 
recognises an asset, it also recognises revenue equivalent to the amount of the asset measured at its 
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required to settle the obligation at the reporting date, and the amount of the increase in net assets, if 
any, recognised as revenue. When a liability is subsequently reduced, because the taxable event 
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Transfers 
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of transfers when the transferred resources meet the definition of an asset and satisfy the criteria for 
recognition as an asset. The municipality recognises an asset in respect of transfers when the 


fyy.y.y>Ty-vyyy-vy| 


fL<.y-v y|y-vT;y.;f;ysy. ysT 


y.y.y| ysy^flysTi y fl-.yv 


Transferred assets are measured at their fair value as at the date of acquisition. 

Fines 
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criteria for recognition as an asset. Assets arising from fines are measured at the best estimate of the 
inflow of resources to the municipality. Where the municipality collects fines in the capacity of an agent, 
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Bequests 
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probable that the future economic benefits or service potential will flow to the municipality, and the fair 
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Gifts and donations, including goods in-kind 
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that the future economic benefits or service potential will flow to the municipality and the fair value of 
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1.10 Conditional Grants and receipts 
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extent that the municipality has complied with any of the criteria, conditions or obligations embodied in 



1.12 Provisions and contingencies 


Provisions are recognised when: 


> the municipality has a present obligation as a result of a past event; 
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will be 

> a reliable estimate can be made of the obligation. 
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present obligation at the reporting date. Where the effect of time value of money is material, the amount 
of a provision is the present value of the expenditures expected to be required to settle the obligation. 
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another party, the reimbursement is recognised when, and only when, it is virtually certain that 
reimbursement will be received if the municipality settles the obligation. The reimbursement is treated 
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Provisions are reversed if it is no longer probable that an outflow of resources embodying economic 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the 
passage of time. This increase is recognised as an interest expense. 

A provision is used only for expenditure for which the provision was originally recognised. 

Provisions are not recognised for future operating deficits. 
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is recognised and measured as a provision. No obligation arises as a consequence of the sale or 
sale or transfer, that is, there is a binding agreement. 

After their initial recognition contingent liabilities recognised in business combinations that are 

> the amount that would be recognised as a provision; and 

> the amount initially recognised less cumulative amortisation. 


Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note XX. 

1.12 Unauthorised expenditure 


Unauthorised expenditure means: 

> overspending of a vote or a main division within a vote; 
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not in 
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financial performance in the year that the expenditure was incurred. The expenditure is classified in 
accordance with the nature of the expense, and where recovered, it is subsequently accounted for as 

it- 






1.13 Irregular expenditure 
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No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 2000), The Public Office Bearers Act (Act No. 
20 of 1998) or is in contravention of the Municipality’s supply chain management policy. Irregular 
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where recovered, it is subsequently accounted for as revenue in the Statement of Financial 


1.14 Fruitless and wasteful expenditure 
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reasonable care been exercised. All expenditure relating to fruitless and wasteful expenditure is 
recognised as an expense in the statement of financial performance in the year that the expenditure 


1.15 Translation of foreign currencies 


Foreign currency transactions 


/-V luici^ii L>uiic;i luy LI OI loouLiui I lo 1 cuui uc;u , Ul I II iiLioi I c^uu^i iiLiui I III rvoi lu o, uy oppiy II i^ lu li ic iui ci^i i 

currency amount the spot exchange rate between the functional currency and the foreign currency at 
the date of the transaction. Exchange differences arising on the settlement of monetary items or on 

from those at which they were translated on initial recognition during the period or in previous annual 
financial statements are recognised in surplus or deficit in the period in which they arise. 
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of that gain or loss is recognised directly in equity. When a gain or loss on a non-monetary item is 
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foreign currency amount the exchange rate between the Rand and the foreign currency at the date of 

f\^y,y. 


1.16 Comparative figures 


Current year comparatives 

Budgeted amounts have been included in the statement of comparison of budget and actual amounts 
Prior year comparatives 
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comparative amounts are restated. The nature and reason for the reclassification is disclosed. Where 
there has been a change in accounting policy in the current year, the adjustment is made 
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1.17 Leases 
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ownership. A lease is classified as an operating lease if it does not transfer substantially all the risks 
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Finance leases - lessee 
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equal to the fair value of the leased property or, if lower, the present value of the minimum lease 
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rate implicit in the lease. The lease payments are apportioned between the finance charge and 
reduction of the outstanding liability. The finance charge is allocated to each period during the lease 
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1.17 Leases (cont...) 
Operating leases - lessor 
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direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of 

Income for leases is disclosed under revenue in the statement of financial performance. 

Operating leases - lessee 

v_/|jc;i CILII 1 ^ icaoc \JCiy\ iici no cii c i cuu^i iiocu cio cii i CApci loc ui i a. on cii^i ii-iii ic ucioio uvc;i ii ic icdoc ici 1 1 1 . 

The difference between the amounts recognised as an expense and the contractual payments are 


Any contingent rents are expensed in the period they are incurred. 

1.18 Intangible assets 


An asset is identified as an intangible asset when it: 

> is capable of being separated or divided from an entity and sold, transferred, licensed, rented 
or exchanged, either individually or together with a related contract, assets or liability; or 

> arises from contractual rights or other legal rights, regardless whether those rights are 
transferable or separate from the municipality or from other rights and obligations. 

An intangible asset is recognised when: 

> it is probable that the expected future economic benefits that are attributable to the asset will 

> the cost of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. 


An intangible asset acquired at no or nominal cost, the cost shall be its fair value as at the date of 
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when it is incurred. An intangible asset arising from development (or from the development phase of an 


> it is technically feasible to complete the asset so that it will be available for use or sale. 

> there is an intention to complete and use or sell it. 

> there is an ability to use or sell it. 

> it will generate probable future economic benefits. 

> there are available technical, financial and other resources to complete the development and 

> the expenditure attributable to the asset during its development can be measured reliably. 
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intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there 
is no foreseeable limit to the period over which the asset is expected to generate net cash inflows. 
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end. Reassessing the useful life of an intangible asset with a definite useful life after it was classified as 
indefinite is an indicator that the asset may be impaired. As a result the asset is tested for impairment 
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Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance 


Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual 


Computer software, internally generated 3 - 5 years 
Computer software, other 3 - 5 years 
1.18 Intangible assets (cont...) 

Intangible assets are derecognised: 


> on disposal; or 

> when no future economic benefits or service potential are expected from its use or disposal. 



1.19 Non-current assets held for sale 


INUII-UUIICIIL ClOOdO 0.1 C UlOOOM ICU OO I ICIU lUI OOIC OOOdO II LI ICII UOI I y II ly OI I lUUI IL will UC I CL^UVCI CU 

through a sale transaction rather than through continuing use. This condition is regarded as met only 
when the sale is highly probable and the asset is available for immediate sale in its present condition. 

It A 1-^ ^ ^ ^ I I y\ I •H-yv /“I y\ y» y» I y\ y»l-^ y\ i ■ I yl y\ y\x^ y\ y^t-yx yl t-yx yi i i yx I I'Px / -f yx y y yx yx y^ i t-i y^ yx yx yx 

INUII-UUIICIIL OOOdO I ICIU lUi OOIC OI C; I I ICOOUl CU OL LI IC lUWCI Ul I LO L..OI I y II ly OI MUUI IL OI lU I OI I VOIUC I COO 

costs to sell. A non-current asset is depreciated (or amortised) while it is classified as a "held for sale" 


Interest and other expenses attributable to the liabilities of the "held for sale assets" are recognised in 


1.20 Impairment of cash-generating assets 
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generating a commercial return. When an asset is deployed in a manner consistent with that adopted 
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systematic recognition of the loss of the asset’s future economic benefits or service potential through 
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after deducting any accumulated depreciation and accumulated impairment losses thereon. A cash- 
generating unit is the smallest identifiable group of assets held with the primary objective of generating 
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Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding 


Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its 


Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length 
transaction between knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell 


Useful life is either: 


> the period of time over which an asset is expected to be used by the municipality; or 

> (b) the number of production or similar units expected to be obtained from the asset by the 

municipality. 

Identification 
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The municipality assesses at each reporting date whether there is any indication that a cash-generating 



1.20 Impairment of cash-generating assets (cont...) 
Value in use 
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expected to be derived from the continuing use of an asset and from its disposal at the end of its useful 
life. When estimating the value in use of an asset, the municipality estimates the future cash inflows 

Basis for estimates of future cash flows 

In measuring value in use the municipality: 
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management's best estimate of the range of economic conditions that will exist over the 
remaining 

> base cash flow projections on the most recent approved financial budgets/forecasts, but 
excludes any 

estimated future cash inflows or outflows expected to arise from future restructuring's or from 
improving or enhancing the asset's performance. Projections based on these 

> estimate cash flow projections beyond the period covered by the most recent 
budgets/forecasts by 

extrapolating the projections based on the budgets/forecasts using a steady or declining 
growth rate 

for subsequent years, unless an increasing rate can be justified. This growth rate does not 


Composition of estimates of future cash flows 

Estimates of future cash flows include: 

> projections of cash inflows from the continuing use of the asset; 

> projections of cash outflows that are necessarily incurred to generate the cash inflows from 
continuing 

use of the asset (including cash outflows to prepare the asset for use) and can be directly 

> net cash flows, if any, to be received (or paid) for the disposal of the asset at the end of its 

Estimates of future cash flows exclude: 


> cash inflows or outflows from financing activities; and 

> income tax receipts or payments. 
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useful life is the amount that the municipality expects to obtain from the disposal of the asset in an 






Cash-generating units 
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individual asset. If it is not possible to estimate the recoverable amount of the individual asset, the 
municipality determines the recoverable amount of the cash-generating unit to which the asset belongs 

If an active market exists for the output produced by an asset or group of assets, that asset or group of 
assets is identified as a cash-generating unit, even if some or all of the output is used internally. If the 
cash inflows generated by any asset or cash-generating unit are affected by internal transfer pricing, 
the municipality use management's best estimate of future price(s) that could be achieved in arm's 


1.20 Impairment of cash-generating assets (cont...) 


> the future cash inflows used to determine the asset's or cash-generating unit's value in use; 
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generating 
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assets, unless a change is justified. The carrying amount of a cash-generating unit is determined on a 
An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less 
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a pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying 
In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the 

> its fair value less costs to sell (if determinable); 

> its value in use (if determinable); and 

> zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated 
pro rata to the other cash-generating assets of the unit. Where a non-cash-generating asset contributes 
to a cash-generating unit, a proportion of the carrying amount of that noncash-generating asset is 
allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 


Reversal of impairment loss 
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recognised in prior periods for a cash-generating asset may no longer exist or may have decreased. If 
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been a change in the estimates used to determine the asset's recoverable amount since the last 
impairment loss was recognised. The carrying amount of the asset is increased to its recoverable 
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exceed the carrying amount that would have been determined (net of depreciation or amortisation) had 
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deficit. Any reversal of an impairment loss of a re-valued cash-generating asset is treated as a 


After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash- 
generating asset is adjusted in future periods to allocate the cash-generating asset's revised carrying 
amount, less its residual value (if any), on a systematic basis over its remaining useful life. A reversal of 
an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro 
rata with the carrying amounts of those assets. These increases in carrying amounts are treated as 


losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash- 
In allocating a reversal of an impairment loss for a cash-generating unit, the carrying amount of an 
> its recoverable amount (if determinable); and 
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had no 


The amount of the reversal of the impairment loss that would otherwise have been allocated to the 

Re-designation 
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non-cash-generating asset to a cash-generating asset only occur when there is clear evidence that 



1.21 Employee benefits 
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employees. A qualifying insurance policy is an insurance policy issued by an insurer that is not a related 
party (as defined in the Standard of GRAP on Related Party Disclosures) of the reporting entity, if the 
proceeds of the policy can be used only to pay or fund employee benefits under a defined benefit plan 
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related 
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> the proceeds are returned to the reporting entity to reimburse it for employee benefits already 


Termination benefits are employee benefits payable as a result of either: 


> an entity’s decision to terminate an employee’s employment before the normal retirement 

> an employee’s decision to accept voluntary redundancy in exchange for those benefits. 
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termination benefits) that are not due to be settled within twelve months after the end of the period in 
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Composite social security programmes are established by legislation and operate as multi-employer 
plans to provide post-employment benefits as well as to provide benefits that are not consideration in 
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pattern of past practice, published policies or a sufficiently specific current statement, the entity has 
indicated to other parties that it will accept certain responsibilities and as a result, the entity has created 
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Short-term employee benefits 
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settled within twelve months after the end of the period in which the employees render the related 


Short-term employee benefits include items such as: 

> wages, salaries and social security contributions; 

> short-term compensated absences (such as paid annual leave and paid sick leave) where the 
compensation for the absences is due to be settled within twelve months after the end of the 

reporting 

> bonus, incentive and performance related payments payable within twelve months after the 
end of the 

> non-monetary benefits (for example, medical care, and free or subsidised goods or services 
such as 

When an employee has rendered service to the entity during a reporting period, the entity recognise the 
undiscounted amount of short-term employee benefits expected to be paid in exchange for that service: 

> as a liability (accrued expense), after deducting any amount already paid. If the amount 
already paid 

exceeds the undiscounted amount of the benefits, the entity recognise that excess as an 
asset 
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the cost of 


The expected cost of compensated absences is recognised as an expense as the employees render 
services that increase their entitlement or, in the case of non-accumulating absences, when the 
absence occurs. The entity measure the expected cost of accumulating compensated absences as the 
additional amount that the entity expects to pay as a result of the unused entitlement that has 

The entity recognise the expected cost of bonus, incentive and performance related payments when the 
entity has a present legal or constructive obligation to make such payments as a result of past events 
and a reliable estimate of the obligation can be made. A present obligation exists when the entity has 



1.21 Employee benefits (cont...) 
Post-employment benefits 
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after the completion of employment. Post-employment benefit plans are formal or informal 
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Post-employment benefits: Defined contribution plans 
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contributions into a separate entity (a fund) and will have no legal or constructive obligation to pay 
further contributions if the fund does not hold sufficient assets to pay all employee benefits relating to 
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When an employee has rendered service to the entity during a reporting period, the entity recognise the 
contribution payable to a defined contribution plan in exchange for that service: 

> as a liability (accrued expense), after deducting any contribution already paid. If the 
contribution 

already paid exceeds the contribution due for service before the reporting date, an entity 
recognise 

> as an expense, unless another Standard requires or permits the inclusion of the contribution 
in the 
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end of each reporting period in which the employees render the related service, they are discounted. 
The rate used to discount reflects the time value of money. The currency and term of the financial 
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Post-employment benefits: Defined benefit plans 
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Actuarial gains and losses comprise experience adjustments (the effects of differences between the 
previous actuarial assumptions and what has actually occurred) and the effects of changes in actuarial 
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instruments issued by the reporting municipality) that are held by an municipality (a fund) that is legally 
separate from the reporting municipality and exists solely to pay or fund employee benefits and are 
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not available to the reporting municipality’s own creditors (even in liquidation), and cannot be returned 
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obligations 
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> the assets are returned to the reporting municipality to reimburse it for employee benefits 
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employee service in the current period. Interest cost is the increase during a period in the present value 
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Past service cost is the change in the present value of the defined benefit obligation for employee 
service in prior periods, resulting in the current period from the introduction of, or changes to, post- 
employment benefits or other long-term employee benefits. Past service cost may be either positive 
(when benefits are introduced or changed so that the present value of the defined benefit obligation 
increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring its defined benefit liability the entity recognise past service 


Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance 
policies. The present value of a defined benefit obligation is the present value, without deducting any 
plan assets, of expected future payments required to settle the obligation resulting from employee 
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together with realised and unrealised gains or losses on the plan assets, less any costs of 
administering the plan (other than those included in the actuarial assumptions used to measure the 
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1.21 Employee benefits (cont...) 
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also for any constructive obligation that arises from the municipality’s informal practices. Informal 
practices give rise to a constructive obligation where the municipality has no realistic alternative but to 






The amount recognised as a defined benefit liability is the net total of the following amounts: 


> the present value of the defined benefit obligation at the reporting date; 
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are to 

> plus any liability that may arise as a result of a minimum funding requirement 


The amount determined as a defined benefit liability may be negative (an asset). The municipality 


> the amount determined above; and 
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reductions 

in future contributions to the plan. The present value of these economic benefits is 


Any adjustments arising from the limit above is recognised in surplus or deficit. 
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plan assets with sufficient regularity such that the amounts recognised in the annual financial 
statements do not differ materially from the amounts that would be determined at the reporting date. 
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> current service cost; 

> interest cost; 

> the expected return on any plan assets and on any reimbursement rights; 

> actuarial gains and losses; 

> past service cost; 

> the effect of any curtailments or settlements; and 

> the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 
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benefit obligations and the related current service cost and, where applicable, past service cost. The 
Projected Unit Credit Method (sometimes known as the accrued benefit method pro-rated on service or 
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and, where applicable, past service cost, an municipality shall attribute benefit to periods of service 
under the plan’s benefit formula. However, if an employee’s service in later years will lead to a 
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the 
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benefits under 
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pian. The resuits of the vaiuation are updated for any materiai transactions and other materiai changes 


The municipaiity recognises gains or iosses on the curtaiiment or settiement of a defined benefit pian 
when the curtaiiment or settiement occurs. The gain or ioss on a curtaiiment or settiement comprises: 


> any resuiting change in the present vaiue of the defined benefit obiigation; and 

> any resuiting change in the fair vaiue of the pian assets. 
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(and the reiated pian assets, if any) using current actuariai assumptions (inciuding current market 
interest rates and other current market prices). When it is virtuaiiy certain that another party wiii 
reimburse some or aii of the expenditure required to settie a defined benefit obiigation, the right to 
reimbursement is recognised as a separate asset. The asset is measured at fair vaiue. In all other 
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1.21 Employee benefits (cont...) 
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municipality has a legally enforceable right to use a surplus in one plan to settle obligations under the 
other plan and intends either to settle the obligations on a net basis, or to realise the surplus in one 

simultaneously. 

Actuarial assumptions 


Actuarial assumptions are unbiased and mutually compatible. 
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which the obligations are to be settled. The rate used to discount post-employment benefit obligations 

The currency and term of the financial instrument selected to reflect the time value of money is 
consistent with the currency and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 


> estimated future salary increases; 
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goes 
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under a 
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> those changes were enacted before the reporting date; or 
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predictable manner, for example, in line with future changes in general price levels or general 
salary 


Assumptions about medical costs take account of estimated future changes in the cost of medical 
services, resulting from both inflation and specific changes in medical costs. 


Pension Obligations: The municipality and its employees contribute to 4 different Pension Funds, of 
which 2 (The Municipal Employees Pension Fund and Municipal Gratuity Fund) cater for the majority of 
the staff. Municipal Employees Pension Fund, Municipal Gratuity Fund and National Fund for Municipal 


I I 1C OLyl ICI I ICO CII C I UI lUCU LI II UU^I I pCiy I MCI ILO LU 1 1 1 I CII I UI CII UUI lOUILCll IL UUI I ipCll 1 1 CO UI LI UOLCC'CIUI I III IIOLCI CU 

funds, determined by periodic actuarial calculations. The Municipality has both defined benefit and 
defined contribution plans. A defined benefit plan is a pension plan that defines an amount of pension 
benefit that an employee will receive on retirement, usually dependent on one or more factors such as 
age, years of service and compensation. A defined contribution plan is a pension plan under which the 
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pension insurance plans on a mandatory, contractual or voluntary basis. The Municipality has no further 
payment obligations once the contributions have been paid. The contributions are recognized as 
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1.22 Investment income 


Investment income is recognised on a time-proportion basis using the effective interest method. 


1.23 Borrowing costs 
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asset are capitalised as part of the cost of that asset until such time as the asset is ready for its 
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> Actual borrowing costs on funds specifically borrowed for the purpose of obtaining a 
qualifying asset 

> Weighted average of the borrowing costs applicable to the municipality on funds generally 
borrowed 

for the purpose of obtaining a qualifying asset. The borrowing costs capitalised do not exceed 



1.23 Borrowing costs(cont...) 

The capitalisation of borrowing costs commences when all the following conditions have been met: 


> expenditures for the asset have been incurred; 

> borrowing costs have been incurred; and 

> activities that are necessary to prepare the asset for its intended use or sale are undertaken. 
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amount or recoverable service amount or net realisable value, the carrying amount is written down or 
written off in accordance with the accounting policy on Impairment of Assets as per accounting policy 
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Capitalisation ceases when substantially all the activities necessary to prepare the qualifying asset for 
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1.24 Use of Estimates 
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Practice requires the use of certain critical accounting estimates. It also requires management to 
exercise its judgement in the process of applying the municipality’s accounting policies. The areas 
involving a higher degree of judgement or complexity, or areas where assumptions and estimates are 
significant to the annual financial statements are disclosed in the relevant sections of the annual 
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1.25 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or 

1.26 Investments 
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written down immediately to its recoverable amount and an impairment loss is charged to the Statement 
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1.27 Grants in aid 
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making these transfers. The Municipality does not: Receive any goods or services directly in return, as 
would be expected in a purchase or sale transaction Expect to be repaid in future; or Expect a financial 
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1.28 Impairment of non-cash-generating assets 

Non-cash-generating assets are assets other than cash-generating assets. 
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systematic recognition of the loss of the asset’s future economic benefits or service potential through 

Carrying amount is the amount at which an asset is recognised in the statement of financial position 
after deducting any accumulated depreciation and accumulated impairment losses thereon. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length 
transaction between knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell 

Useful life is either: 


> the period of time over which an asset is expected to be used by the municipality; or 

> the number of production or similar units expected to be obtained from the asset by the 
municipality. 



1.28 Impairment of non-cash-generating assets (cont...) 

Identification 
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impaired. The municipality assesses at each reporting date whether there is any indication that a non- 
cash-generating asset may be impaired. If any such indication exists, the municipality estimates the 

Value in use 


Value in use of an asset is the present value of the asset’s remaining service potential. 

The present value of the remaining service potential of an asset is determined using the following 

Depreciated replacement cost approach 
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the depreciated replacement cost of the asset. The replacement cost of an asset is the cost to replace 
the asset’s gross service potential. This cost is depreciated to reflect the asset in its used condition. An 
asset may be replaced either through reproduction (replication) of the existing asset or through 
replacement of its gross service potential. The depreciated replacement cost is measured as the 
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rationale is that the municipality would not replace or reproduce the asset with a like asset if the asset 
to be replaced or reproduced is an overdesigned or overcapacity asset. Overdesigned assets contain 
features which are unnecessary for the goods or services the asset provides. Overcapacity assets are 
assets that have a greater capacity than is necessary to meet the demand for goods or services the 
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Restoration cost approach 
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impaired level. The present value of the remaining service potential of the asset is determined by 
subtracting the estimated restoration cost of the asset from the current cost of replacing the remaining 

is determined as the depreciated reproduction or replacement cost of the asset, whichever is lower. 


Service units approach 
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cost of the remaining service potential of the asset before impairment, to conform to the reduced 
number of service units expected from the asset in its impaired state. The current cost of replacing the 

Recognition and measurement 
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carrying amount of the asset is reduced to its recoverable service amount. This reduction is an 
impairment loss. An impairment loss is recognised immediately in surplus or deficit. Any impairment 
loss of a re-valued non-cash-generating asset is treated as a revaluation decrease. When the amount 
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generating asset is adjusted in future periods to allocate the non-cash-generating asset’s revised 


1.28 Impairment of non-cash-generating assets (cont...) 
Reversal of an impairment loss 


I I lO I I lUI IIOipClIILy CIOOOOO CIL OCIOI I I LI I I ^ UCLLO VVI lOLI lOI LI lOI O lO Cll ly II I U I L.>CILI L-f I I LI ICIL dll III l[-;dll I MCI I L I COO 

recognised in prior periods for a non-cash-generating asset may no longer exist or may have 
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been a change in the estimates used to determine the asset’s recoverable service amount since the 
last impairment loss was recognised. The carrying amount of the asset is increased to its recoverable 
service amount. The increase is a reversal of an impairment loss. The increased carrying amount of an 
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or deficit. Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a 
revaluation increase. After a reversal of an impairment loss is recognised, the depreciation 
(amortisation) charge for the non-cash-generating asset is adjusted in future periods to allocate the non- 
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Re-designation 
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non-cash-generating asset to a cash-generating asset only occur when there is clear evidence that 


1.29 Presentation of Budget Information in the Financial Statements 
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accountable and actual amounts either as a separate additional financial statement or as additional 
budget columns in the financial statements currently presented in accordance with Standards of GRAP. 
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> the approved and final budget amounts; 

> the actual amounts on a comparable basis; and 

> byway of note disclosure, an explanation of material differences between the budget for 
which the 

entity is held publicly accountable and actual amounts, unless such explanation is included in 
other 
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the comparison as an additional column in the primary annual financial statements. Where the budget 
and annual financial statements are not prepared on a comparable basis, a separate statement is 
prepared called the ‘Statement of Comparison of Budget and Actual Amounts’. This statement 

A comparable basis means that the budget and annual financial statements: 

> are prepared using the same basis of accounting i.e. either cash or accrual; 

> include the same activities and entities; 

> use the same classification system; and 

> are prepared for the same period. 

1.30 Heritage Assets 
Recognition of Assets 
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technological or artistic significance and are held indefinitely for the benefit of present and future 


Certain heritage assets are described as inalienable items thus assets which are retained indefinitely 
and cannot be disposed of without consent as required by law or otherwise. 

A heritage asset is further recognised as an asset only if: 
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> the cost of fair value of the asset can be measured reliably. 


1.30 Heritage Assets (cont...) 

Subsequent Measurement 
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transaction will it be measured at its fair value as at the date of acquisition and is carried at its cost less 


II Cl [ ICI ILCl^C; ClOOd O UClIiyill^ CIIIIUUIIL lO IIIUI CCIOCU CIO Cl I C^OUIL Ul Cl I CVCIIUCILIUI I, LI ic; II IL>I CCIOC; lO L>l CUILCU 

directly to a revaluation surplus and is recognised in surplus or deficit to the extent that it reverses a 
revaluation decrease of the same heritage asset previously recognised in surplus or deficit. If a heritage 
asset’s carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus 
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Although a heritage asset is not depreciated is the heritage asset assess at each reporting date to 


In terms of the standard, compensation from third parties for heritage assets that have been impaired, 
lost or given up, should be included in surplus or deficit when the compensation becomes receivable. 
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and its fair value in the same way as a revaluation in accordance with this Standard. Should any item of 
property, plant and equipment or an intangible asset carried at a re-valued amount, or investment 
property carried at fair value is reclassified as a heritage asset carried at a re-valued amount, the entity 
applies the applicable Standard to that asset up to the date of change. The entity treats any difference 
at that date between the carrying amount of the asset and its fair value in accordance with the 
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Property and building - Indefinite 
Other Assets - 5 to 50 years 

De-recognition of Asset 

The carrying amount of a heritage is de-recognised: 


> on disposal, or 

> when no future economic benefits or service potential are expected from its use or disposal. 
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difference between the net disposal proceeds, if any, and the carrying amount of the heritage asset. 
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2. New standards and interpretations 

2.1 Standards and interpretations issued, but not yet effective 
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published and are mandatory for the municipality's accounting periods beginning on or after 01 July 
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GRAP 18: Segment Reporting - Issued March 2005 
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of assessing performance and making decisions about how future resources will be allocated to the 
various activities undertaken by the entity. The major classifications of activities identified in budget 
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segments relate to a distinguishable component of an entity that provides specific outputs or achieves 
particular operating objectives that are in line with the entity’s overall mission. Geographical segments 
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the Minister of Finance. The effective date indicated is a provisional date and could change depending 
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The effective date of the standard is for years beginning on or after 01 April 2011. 
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It is unlikely that the standard will have a material impact on the municipality's annual financial 



GRAP 20: Related Party - Issued June 2011 


Related party relationships exist throughout the public sector, because: 

(a) The Municipalities is subject to the overall direction of an executive government or 
Council and ultimately, parliament, and operate together to achieve the policies of the government 
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responsibilities and objectives through separate controlled entities, and through entities over 
which 


(c) Public entities enter into transactions with other government entities on a regular 
Basis, and 


(d) Ministers, councillors or other elected or appointed members of the government and 
other members of management can exert significant influence over the operations of an 
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significantly influence the activities of another party. This provides the opportunity for transactions to 
occur on a basis that may give one party an advantage at the expense of another. Therefore the 
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management will be responsible for the strategic direction and operational management of an entity 
and are entrusted with significant authority. However, their responsibilities may enable them to 
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Close members of the family of persons related to the entity may influence, or be influenced by them in 
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relationships with related parties may affect users’ assessments of the financial position and 
performance of the reporting entity and its ability to deliver agreed services, including assessments of 


The effective date of the standard is for years beginning on or after 01 April 2013. 

The municipality does not envisage the adoption of the standard until such time as it becomes 


At present the impact of the standard is not material.. 


"GRAP 105: Transfer of Functions between Entities under Common Control - 
Issued November 2010" 
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Financial Statement. However should in the future it be necessary to transfer functions between entities 
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"GRAP 106: Transfer of Function between Entities Not Under Common Control - 
Issued November 2010" 
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Financial Statement. However should in the future it be necessary to transfer functions between entities 
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GRAP 107: Mergers - Issued November 2010 
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Financial Statement. However should in the future there be a merger between entities will the 


Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 



Note 2013 

2012 

CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of the following: 

R 

R 

Cash on hand 

5 545 

3 767 

Cash at bank 

2 580 962 

8 367 525 


2 586 507 

8 371 292 

The Municipality has the following bank accounts: - 

Cash book balance at beginning of year 

21 681 

1 026 979 

Cash book balance at end of year 

457 238 

21 681 

Bank statement balance at beginning of year 

124 054 

1 972 111 

Bank statement balance at end of year 

124 054 

124 054 

Cash book balance at beginning of year 

8 345 844 

8 345 844 

Cash book balance at end of year 

2 123 724 

8 345 844 

Bank statement balance at beginning of year 

6 072 861 

6 072 861 

Bank statement balance at end of year 

1 100 162 

6 072 861 

Cash book balance at beginning of year 

- 

- 

Cash book balance at end of year 

- 

- 

Bank statement balance at beginning of year 

2 238 

2 238 

Bank statement balance at end of year 

240 944 

2 238 

Cash on hand 

5 545 

3 767 

Total cash and cash equivalents 

2 586 507 

8 371 292 

Cash and Cash Equivalent 

Average rate of return 

5.63% 

4.64% 


Cash and cash equivalents are classified as financial instruments 
under the loans and receivable category. Due to the short term 
nature of these investments no amortisation was performed. 

Fair value is taken at face value. 

No cash and cash equivalents (or portions thereof) were pledged 
as security for any financial liabilities. 

No restrictions exist with regard to the use of cash. 

No portion is past due or impaired. 

These amounts best represent the maximum exposure to credit 
risk at the end of the reporting period, without taking account of 
any collateral held or other credit enhancements. 

Credit quality of cash at bank and short term deposits, 
exciuding cash on hand 

The credit quality of cash at bank and short term deposits, excluding 
cash on hand that are neither past due nor impaired can be assessed 
by reference to external credit ratings. Although credit quality can be 
assessed the Municipality did not apply any methods to evaluate the 
credit quality. 
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Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 



Note 

2013 

R 

Provision for 

2012 

R 

TRADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Gross Balances 

Doubtful Debts 

Net Balance 

Trade receivables 

as at 30 June 2013 

Service debtors 

R 

R 

R 

Rates 

100 449 592 

(69 347 367) 

31 102 225 

Refuse 

13 261 067 

(8 615 543) 

4 645 524 

Total 

113 710 659 

(77 962 910) 

35 747 749 

Plus Credit Debtor Balances - Refer Note 8 

2 381 412 


2 381 412 

Total Trade and other receivables 

as at 30 June 2012 

Service debtors 

116 092 071 

(77 962 910) 

38 129 161 

Rates 

87 510 097 

(48 164 264) 

39 345 833 

Refuse 

10 769 428 

(8 615 543) 

2 153 886 

Other 

- 

- 

- 

Total 

98 279 525 

(56 779 807) 

41 499 719 

Total Trade and other receivables 

98 279 525 

(56 779 807) 

41 499 719 

Rates: Aoeinq 

Current (0 - 30 days) 


2 426 649 

4 198 284 

31 - 60 Days 


1 182 498 

10 982 851 

61 - 90 Days 


1 090 866 

3 355 469 

91 - 120 Days 


1 087 541 

12 008 056 

121 - 365 Days 


10 306 221 

16 914 894 

+ 365 Days 


86 737 228 

40 050 542 

Total 

= 

102 831 004 

87 510 096 

Refuse: Aoeinq 

Current (0 - 30 days) 


746 775 

359 638 

31 - 60 Days 


353 275 

840 337 

61 - 90 Days 


338 186 

307 312 

91 - 120 Days 


329 970 

303 657 

121 - 365 Days 


2 538 605 

2 295 263 

+ 365 Days 


8 954 257 

6 663 222 

Total 

_ 

13 261 067 

10 769 429 


2 Reconciliation of the doubtful debt provision 

Balance at beginning of the year 77 962 910 56 779 807 

Contributions to provision - 

Balance at end of year 77 962 910 56 779 807 


Consumer debtors pledged as security 

Consumer debtors were not pledged as security for overdraft 
facilities. 

Credit quality of consumer debtors 

The credit quality of consumer debtors that are neither past nor 
due nor impaired can be assessed by reference to external credit 
ratings (if available) or to historical information about counter party 
default rates. Although credit quality can be assessed the entity did 
not apply any methods to evaluate the credit quality. 

Consumer debtors impaired 

The amount of the provision was R23 790 081 as of 30 J une 2013 
(2012: 18 443 199). 
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Note 


2013 

R 


2012 

R 
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Note 2013 2012 

R R 

3 OTHER RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 

COM Advance Account: Commission - 22 544 923 

CDM Advance Account: Debtors - 27 334 612 

CDM Advance Account: R&M - 1 396 618 

Traffic Department 709 677 646 116 

Other debtors 1 437 883 1 352 927 

Total Other Debtors 2 147 560 53 275 197 


Trade and other Receivables 
Other Receivables 

Trade and other receivables pledged as security 

Trade and other receivables were not pledged as security for 
overdraft facilities. 

Credit quaiity of trade and other receivabies 

Although credit quality can be assessed the municipality did 
not apply any methods to evaluate the credit quality. 


4 OTHER CURRENT FINANCIAL ASSETS 

Other current financial assets - 35 885 


5 INVENTORIES 


Consumable stores - at cost 


Opening balance 

970 274 

802 577 

Additions 

826 619 

1 291 554 

Issued (expensed) 

(1 599 446) 

(738 908) 

Stock adjustment 

- 

(384 949) 

Write-down / (reversal of write-down) to Net Replacement Value (NRV) or Net 

Replacement Cost (NRC) 

- 

- 

Closing balance 

197 447 

970 274 


6 INVESTMENTS 

Call investment 71 142 619 99 041 487 

71 142 619 99 041 487 

First National Bank: Lebowakgomo Branch: Account number 62063356888 


23 



Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the Year Ended 30 June 2013 


7 PROPERTY, PLANT AND EQUIPMENT 


Reconciliation of Carrying Value 

Land 

Buildings 

Infrastructure 

Community 

Heritage 

Total 


R 

R 

R 

R 

R 

R 

as at 1 July 2012 

217 564 157 

141 056 451 

25 988 148 

336 294 

. 

384 945 050 

Cost/Revaluation 

240 092 902 

211 828 679 

31 165 934 

336 294 

- 

483 423 809 

Accumulated depreciation and impairment losses 

(22 528 745) 

(70 772 228) 

(5 177 786) 

- 

- 

(98 478 759) 

Acquisitions/ Additins 

3 390 603 

29 084 070 

3 649 869 

11 051 

747 075 

36 882 668 

Capital under Construction 

- 

- 


- 

- 

61 033 484 

Depreciation 

(12 638 637) 

(10 025 203) 

(3 361 137) 

(146 404) 

- 

(26 171 381) 

Revaluation/ Devaluation 

. 

. 

. 

. 

. 

_ 

Accumulated devaluation/ revaluation 

- 

- 

- 

- 

- 

- 

Impairment loss/Reversal of impairment loss 







T ransfers 

13 940 703 

- 

- 

- 

- 

13 940 703 


242 431 

(2 933 951) 

- 

- 

- 

(2 933 951) 

as at 28 February 2013 







Cost/Revaluation 

222 256 826 

157 181 367 

26 276 880 

200 941 

747 075 

467 696 573 

Accumulated depreciation and impairment losses 

257 424 208 

237 978 798 

34 815 803 

347 345 

747 075 

592 346 713 


(35 167 382) 

(80 797 431) 

(8 538 923) 

(146 404) 

- 

(124 650 140) 
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Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the Year Ended 30 June 2012 



Land and 

Infrastructure 

Other Assets 

Intangible 

Lease Assets 

Total 



7.2 Reconciliation of Carrying Value 

Building 



Assets 






R 

R 

R 

R 

R 

R 



as at July 2011 

13 484 989 

4 931 004 

100 334 401 

88 475 572 

27 831 

18 779 611 

72 289 

226 105 697 

Cost/Revaluation 

13 484 989 

10 246 523 

140 551 545 

161 313 511 

27 831 

31 304 662 

285 091 

357 214 152 

Accumulated depreciation and impairment losses 

- 

(5 315 519) 

(40 217 144) 

(72 837 939) 

- 

(12 525 051) 

(212 802) 

(131 108 455) 

Acquisitions/ Additions 

455 716 

574 501 


5 779 371 


5 249 527 

583 341 

12 642 456 

Capital under Construction 

- 

- 

- 

- 

- 

- 

- 

23 190 083 

Depreciation 

- 

(356 108) 

(4 710 932) 

(6 112 725) 

- 

(3 585 908) 

(154 396) 

(14 920 069) 


. 

. 

. 

23 904 

. 

. 

. 

47 573 669 

Revaluation/ Devaluation 

- 

- 

- 

23 904 

- 

- 

- 

23 904 

Accumulated depreciation Re-stated 

- 

- 

- 

- 

- 

- 

- 

47 549 765 

PPE Balance Re-Stated 








90 353 214 

T ransfers 

- 

- 

- 

- 

- 

- 

- 

- 

‘Other movements 

- 

- 

- 

- 

- 

- 

- 

- 

as at June 2012 

13 940 705 

5 149 397 

95 623 469 

88 166 122 

27 831 

20 443 230 

501 234 

384 945 050 

Cost/Revaluation 

13 940 705 1 

10 821 024 

140 551 545 

167 116 786 

27 831 

36 554 189 

868 432 

483 423 809 

Accumulated depreciation and impairment losses 

- 

(5 671 627) 

(44 928 076) 

(78 950 664) 

- 

(16 110 959) 

(367 198) 

(98 478 759) 


Refer to Appendix B for more detail on property, plant and equipment 


Pledged as security 

No property, plant and equipment were pledged as security for 
any financial liabilities. 

Refer Appendix B for the detailed property, plant and equipment 
schedules. 

Fully Depreciated Assets 

All assets that were fully depreciated in the asset register had their 
useful lives reviewed in the 2012/2013 financial year. This was 
processed retrospectively and in terms of GRAB 3 was treated as 
a prior period error. 
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other information 


During the financial year useful life of property, plant and equipment has been reviewed, 
the estimated useful life for certain assets has been adjusted. 

Further certain assets that were previously recognised as expenditure were capitalised 
during the financial year. 

Retrospective adjustments made to property, plant and equipment in respect of 

depreciation calculated assets under construction and Unbundeling and restatements of opening balances for 2011/2012. 
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Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Note 2013 2012 

R R 

TRADE AND OTHER PAYABLES FROM EXCHANGE 
8 TRANSACTIONS 


Trade creditors 

9 481 168 

6 232 910 

Deferred Income: Commission CDM 

- 

17 747 822 

Advances - CDM 

1 500 000 

400 000 

Retentions 

18 346 978 

12 223 952 

Staff leave accrual 

4 871 838 

3 023 804 

Bonus accrual: 13th cheque 

2 005 894 

1 416 098 

Traffic Department 

276 712 

276 562 

Other creditors 

5 552 475 

4 908 504 

CDM Advance Account: R&M 

68 169 


Total creditors 

42 103 235 

46 229 652 

The fair value of trade and other payables approximates their 
carrying amounts. 




9 CONSUMER DEPOSITS 



Total consumer deposits 

491 226 

521 420 

No interest is paid on consumer deposits. 



10 VAT PAYABLE 



10.1 VAT PAYABLE 



VAT payable 

10 544 018 

_ 


10 544 018 

- 

VAT is payable on the receipts basis. VAT is paid over to 

SARS only once payment is received from debtors. 



10.2 VAT RECEIVABLE 



VAT receivable 

19 003 999 

4 986 921 


19 003 999 

4 986 921 

VAT is payable on the receipts basis. VAT is paid over to 

SARS only once payment is received from debtors. 



TOTAL VAT RECEIVABLE 

8 459 981 

4 986 921 

11 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 



Unspent Conditional Grants from other spheres of 



11.1 Government 

5 842 733 

6 083 422 

MIG Grants 

2 189 101 

2 189 101 

FMG Grants 

26 999 

267 688 

MSIG Grants 

51 943 

51 943 

LED Leadership 

327 926 

327 926 

EPWP Grants 

- 

- 

Department of Minerals & Energy 

3 246 764 

3 246 764 

11.2 Other Unspent Conditional Grants and Receipts 



Bee Keeping Project 

- 

- 

Total Unspent Conditional Grants and Receipts 

5 842 733 

6 083 422 


Non-current unspent conditional grants and receipts 

Current portion of unspent conditional grants and receipts 5 842 733 6 083 422 
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Note 

2013 

2012 


R 

R 
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for the year ended 30 June 2013 


Note 

2013 

2012 


R 

R 


11 UNSPENT CONDITIONAL GRANTS AND RECEIPTS (cont...] 
Conditional Grants 

The extent of government grants recognised in the 
Statement 

of financial performance relates to the portion of the grant 
where the 

conditions have been fulfilled. 

Unfulfilled conditions and other contingencies 
attaching to 

government assistance that has been recognised as a 
liability in the Statement of financial position 


Due to non- fulfillment of conditions of the conditional 
grants an amount of R 3,246,763.99 and R7, 835, 000 
were recovered by National Treasury during the 
2011/12 and 2012/13 financial years 


Refer to Appendix G for details of unspent conditional 
grants, 

and Other State and Private Entities. 

These amounts are invested in a ring-fenced 
investment account until utilised. 

12 FINANCE LEASE LIABILITY 

2013 

Amounts payable under finance leases 

Within one year 
Within two to five years 

Less: Amount due for settlement within 12 months (current 
portion) 


Minimum lease 

Future finance 

Present value 
of minimum 

payment 

charges 

lease payments 

R 

R 

R 

514 020 

. 

514 020 

315 158 

- 

315 158 

829 178 

- 

829 178 


(514 020) 

315 158 


The average lease term is 3 years and the average effective 
borrowing rate is 16%. Interest rates are fixed at the contract 
date. Some leases have fixed repayment terms and other 
escalate between 10% per annum. No arrangements have 
been entered into for contingent rent. Obligations under 
finance leases are secured by the lessor's title to the leased 
asset. 


2012 

Minimum lease 

Future finance 

Present value 
of minimum 


payment 

charges 

lease payments 

Amounts payable under finance leases 

R 

R 

R 

Within one year 

359 325 

103 729 

255 596 

Within two to five years 

272 629 

22 228 

250 401 


631 954 

125 957 

505 997 

Less: Amount due for settlement within 12 months (current 
portion) 



(190 840) 

315 158 
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Note 2013 

R 

The average lease term is 5 years and the average effective 
borrowing rate is 82%. Interest rates are fixed at the contract 
date. Some leases have fixed repayment terms and other 
escalate between 15% per annum. No arrangements have 
been entered into for contingent rent. Obligations under 
finance leases are secured by the lessor's title to the leased 
asset. 


2012 

R 
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Note 2013 

R 


2012 

R 


13 NON-CURRENT PROVISIONS 

Provision for rehabilitation of landfill sites 

Provision for long-service awards 1 491 346 1 116 053 


Long Service Awards 

Fair value of plan assets 

Accrued liability 

Unfunded Accrued Liability 

Unrecognised actuarial gains/{losses) 

Unrecognised past service cost 

Miscellaneous item 

Net Liability in Balance Sheet 


Reconciling and projecting the unfunded accrued liability 

Unfunded Accrued Liability 

Opening balance 
Current-service cost 
Interest cost 
Benefit Vesting 
Actuarial (Gain)fLoss 
Past-service cost 
Effect of curtailment/settlement 
Actual employer benefit payments 
Employer prefunding contributions 
Closing Balance 

Net liability to reflect in the balance sheet 


Opening balance 
Current-service cost 
Interest 

Expected return on plan assets 
Transitional liability recognised 
Actuarial (Gain)/loss recognised in P&L 
Past-service cost recognised 
Effect of curtailment/settlement 
Net Periodic Cost Recognised in P&L 
Actual employer benefits payments 
Transitional liability recognised 
Employer prefunding contributions 
Transitional liability recognised outside P&L 
Actuarial (Gain)/loss recognised outside P&L 
Closing Balance 


- 

1 491 346 

1 116 053 

1 116 053 

773 122 

273 153 

165 925 

76 067 

60 158 

-82 355 

- 

108 428 

116 848 

1 491 346 

1 116 053 

1 116 053 

773 122 

273 153 

165 925 

76 067 

60 158 

-82 355 

_ 

108 428 

116 848 

1 491 346 

1 116 053 

1 491 346 

1 116 053 


Employees qualify for the following long service awards in 
terms of the SALGA collective agreement; 

- The employees that qualifies will for long service award for 
every five years of service completed , 

from ten years of service to 45 years of service inclusive 

- In the month that each "Completed Service" milestone is 
reached, the employee is granted a long service award 

- Working days awarded are value at 1/250 of annual salary 
per day 

- Acturial report was compiled by ARCH Actuarial Consulting 
appointed by the Council 
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Note 

2013 

2012 


R 

R 
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14 PROPERTY RATES 

Actual 

Residential 

Commercial 

Agriculture 

State 

Total property rates 
Total property rates 

Valuations 

Residential 

Commercial 

Agriculture 

State 

Other 

Total Property Valuations 

Valuations on land and buildings are performed every four 
years. The last valuation came into effect on 1 July 2012. 
Interim valuations are processed on an annual basis to take 
into account changes in individual property values due to 
alterations and subdivisions. The next general valuation will 
be implemented on 1 July 2016. 


15 SERVICE CHARGES 

Sale of Sites 
Refuse removal 

Total Service Charges 


16 RENTAL OF FACILITIES AND EQUIPMENT 

Rental of facilities 
Rental of Office 
Rental of equipment 

Total rentals 


17 INTEREST EARNED - EXTERNAL INVESTMENTS 

Bank 

Total interest 


18 INTEREST EARNED - OUTSTANDING RECEIVABLES 

Interest on Debtors receivables 

Transfer to CDM - Relating to Water and Sanitation Services 

Total interest 


19 COMMISSION EARNED 

Commission received - Sale of water 

The commission received from Capricorn District Municipality 
for the collection of revenue relating to water and sanitation on 
behalf of the District. 


Note 2013 2012 

R R 


10 853 826 

1 476 693 

1 444 783 

2 303 832 

11 141 365 

9 283 561 

2 267 683 

25 937 618 

16 079 134 

48 630 227 

16 079 134 

48 630 227 

3 556 475 595.00 

1 198 613 000 

506 554 470.00 

165 233 979 

1 979 495 544.00 

273 135 849 

1 108 142 391.00 

272 319 752 

7 150 668 000 

1 909 302 580 

215 545 


4 108 037 

4 319 629 

4 323 583 

4 319 629 

53 839 

142 514 

20 589 


29 775 

8 654 

104 203 

151 168 

4 004 186 

4 594 172 

4 004 186 

4 594 172 

1 974 250 

3 249 179 1 

1 974 250 

3 249 179 

28 620 874 

35 701 277 1 


receive all revenue collected during the year. The amount 
reflected is therefore 100% of the current year water related 
debtor collection 
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21 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

Municipal Infrastructural Grant 

Municipal Systems Improvement Grant 

Finance Management Grant 

Municipal Support Grant 

Department of Minerals and Energy 

Water Provision Grant 

EPWP Grant 

Capricorn Municipality 

Other - Skills Development grant 

Total Government Grant and Subsidies 

22.1 Equitable Share 

In terms of the Constitution, this grant is used to subsidise the 
provision of basic services to indigent community members. 

22.2 Municipal Infrastructural Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12) 


Note 2013 2012 

R R 


124 156 668 

106 099 000 

34 836 000 

34 127 567 


993 121 

1 740 689 

1 256 034 

800 000 


4 000 000 

1 146 622 

1 260 000 


2 103 922 

- 

168 897 279 

143 622 344 


2 189 101 
34 836 000 
(34 836 000 ) 


7 598 668 
28 718 000 
(34 127 567 ) 


2 189 101 2 189 101 


The grant was used for the constructiuon of roads and 
stormwater, building of community halls and installation of 
high masts. Other than the unspent amount, the conditions of 
the grant were met and no funds have been withheld. 


31.3 Other Government Grants and Subsidies 

22.3 Financial Management Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12) 

The grant was utilised for the appointment of interns in the 
finance and auditing field, financial capacity building and 
capital and operational resource allocation. Other than the 
unspent amount, the conditions of the grant were met. 

22.4 Municipal System Improvement Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12) 

The grant was utilised to implement institutional projects to 
assist in improving institutional capacity. Other than the 
unspent amount, the conditions of the grant were met and no 
funds have been withheld. 


267 688 
1 500 000 
(1 740 689 ) 


273 722 
1 250 000 
(1 256 034 ) 


26 999 267 688 


51 943 255 064 

800 000 790 000 

(800 000 ) (993 121 ) 

51 943 51 943 
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Note 

2013 

2012 


R 

R 


22.5 LED Learnership 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12) 

The grant was utilised to implement LED learnerships. Other 
than the unspent amount, the conditions of the grant were met 
and no funds have been withheld. 

22.6 Department of Minerals & Energy 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 12) 


327 926 327 926 


327 926 327 926 


3 246 764 

4 000 000 
(4 000 000) 


1 393 386 
3 000 000 
(1 146 622) 


3 246 764 3 246 764 


The grant was utilised for the electrification of areas that do 
not have electricity as in accordance with the municipal IDP. 

22.7 EPWP GRANT 

Balance unspent at beginning of year 

Current year receipts 1 260 000.00 

Conditions met - transferred to revenue -1 260 000.00 


Conditions still to be met - remain liabilities (see note 12) 


23 OTHER INCOME 



Other income 

Other income 

1 635 113 

3 091 193 

Total Other Income 

1 635 113 

3 091 193 


24 EMPLOYEE RELATED COSTS 


Employee related costs - Salaries and Wages 

34 832 728 

29 902 384 

Employee related costs - Contributions for UIF, pensions and 
medical aids 

8 965 291 

7 613 648 

Travel, motor car, accommodation, subsistence and other 
allowances 

2 390 998 

3 252 896 

Housing benefits and allowances 

157 423 

134 396 

Acting Allowance 

544 909 

178 157 

Overtime payments 

851 563 

821 198 

Bonus 

3 130 506 

2 136 362 

Long-service awards 

457 648 

342 931 

Leave Provision 

3 043 781 


Bargaining and Skills Development 

- 

435 186 

Employee Related Costs 

54 374 848 

44 817 158 

Remuneration of the Municipal Manager 

Annual Remuneration 

551 658 

967 759 

Travel Allowances 

141 480 

- 

SDL 

9 088 


Acting Allowance 

Termination and Leave paid 

50 071 


Contributions to UIF, Medical and Pension Fund 

235 989 


Total 

988 286 

967 759 


43 



Lepelle-Nkumpi Local Municipality 
NOTES TO THE FINANANCIAL STATEMENTS 
for the year ended 30 June 2013 


Note 2013 

R 


2012 

R 


24 EMPLOYEE RELATED COSTS (cont...) 
Remuneration of the Chief Finance Officer 


Annual Remuneration 

191 610 

341 950 

Bonus 

- 

67 466 

Travel Allowances 

128 533 

- 

SDL 

3 334 


Acting Allowance 

36 293 


Termination and Leave paid 


81 119 

Contributions to UIF, Medical and Pension Fund 

43 606 


Total 

403 375 

490 535 


Remuneration of Individual Executive Directors 

Strategic 

Services 

Technical 

Services 

Corporate Services 

Community 

Services 


R 

R 

R 

R 

2013 

Annual Remuneration 

307 954 

147 872 

357 023 

539 922 

Travel Allowances 

23 673 

19 050 

161 360 

132 683 

SDL 

3 534 

1 635 

6 328 

8 201 

Termination and Leave paid 

Contributions to UIF, Medical and Pension Fund 

51 777 

48 027 

69 664 

116 099 

52 008 

159 369 

Total 

386 939 

216 585 

710 474 

892 183 



Strategic 

Technical 


Community 


Services 

Services 

Corporate Services 

Services 


R 

R 

R 

R 

2012 





Annual Remuneration 

482347 

625 757 

812 438 

720 608 

Travel, motor car, accommodation, subsistence and other 
allowances 





Total 

482 347 

625 757 

812 438 

720 608 

25 REMUNERATION OF COUNCILLORS 





Mayor 



662 376 

647 568 

Chief Whip 



432 242 

556 259 

Speaker 



375 742 

489 072 

Executive Committee Members 



2 444 328 

2 636 271 

Councillors 



7 907 777 

6 319 545 

Councillors’ pension and medical aid contributions 



98 088 

2 428 704 

Councillors' allowances 



2 094 004 

- 

Total Councillors’ Remuneration 



14 014 557 

13 077 419 


In-kind Benefits 


The Mayor, Speaker and Chief Whip are full-time. Each is 
provided with an office and secretarial support. The Mayor has 
use of a Council owned vehicle and driver for official duties. 
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for the year ended 30 June 2013 


Note 2013 

R 


2012 

R 


26 DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 26 078 999 14 909 674 

Intangible assets - - 

Total Depreciation and Amortisation 26 078 999 14 909 674 


27 FINANCE COSTS 

Interest on finance leases 

Total Finance Costs 


28 CONTRACTED SERVICES 

Contracted services for: 

Security costs 3 730 955 3 728 691 

3 730 955 3 728 691 

Security services provided at all the buildings of the 
Municipality. 

29 GENERAL EXPENSES 

Included in general expenses are the following:- 


149 515 138 350 

149 515 138 350 


Advertising 

845 860 

959 711 

Audit fees 

2 107 410 

3 439 685 

Audit Committee Cost 

98 694 


Accommodation and Meals 

723 197 


Bank charges 

289 338 

176 822 

Cattle Pound 

30 000 


Commision on SOPA and Easy Pay 

4 457 


Cleaning 


104 082 

Communications 

294 239 


Conferences and delegations 

172 794 

2 020 104 

Consulting fees 

266 615 

3 330 857 

Consumer Accounts 

142 335 


Community Participation 

52 130 


Debt collection commission 

- 

970 437 

Electricity 

1 643 437 

1 967 026 

Electricity Projects 

14 118 437 

11 533 537 

FMG - Interns allowances 

1 830 861 

1 169 161 

Forensic Services 

137 130 

- 

Free Basic Services Electricity 

5 915 415 


Free Basic Services Water 

283 019 


Fuel and oil 

5 211 581 

3 961 942 

Insurance 

633 063 

557 176 

Infrastructure Development Plan L/Kgomo 

1 046 491 


IDP Review Process 

533 296 


Legal expenses 

2 088 698 

1 209 970 

Licence fees - vehicles 

100 941 

101 277 

Licence fees - computers 

23 488 

473 335 

Membership fees 

590 966 

527 390 

Postage 

224 403 

219 910 

Printing and stationery 

665 806 

961 311 

Protective Clothing 

24 958 

45 657 

Rental of office equipment 

1 976 490 

1 166 280 

Skills development levies 

533 607 

306 615 

Stocks and material 

662 598 

511 963 

Telephone cost 

1 003 446 

1 437 679 

Training 

287 599 

345 428 

Travel and subsistence 

786 202 

- 

PMU Expenses 

950 749 

- 

Valuation costs 

665 188 

1 538 090 

Ward committee stipends 

3 088 500 

1 329 133 

Ward Committees Support 

1 539 000 


Water Provision CDM 

1 808 316 


Other 

2 241 803 

4 973 642 
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Note 2013 2012 

R R 

55 642 556 45 338 220 


IMPAIRMENT LOSS / (REVERSAL OF IMPAIRMENT LOSS] 

30 PROFIT / (LOSS) ON FAIR VALUE ADJUSTMENT 

Investment property carried at fair value 
Biological assets carried at fair value 

Other financial assets 14 436 

Other financial liabilities - 

Total Profit / (Loss) on Fair Value Adjustment 14 436 


31 CASH GENERATED BY OPERATIONS 


Surplus/(deficit) for the year 

45 111 464 

86 396 510 

Adjustment for:- 



Depreciation and amortisation 

26 078 999 

14 909 674 

Bad Debt Provision 

23 790 081 


Donations Received 

- 

441 270 

Contribution to provisions - non-current 

- 

464 203 

Contribution to provisions - current 

800 000 


Finance costs 

223 292 

- 

Fair value adjustments 

(94 586 894) 

1 116 053 

Impairment loss / (reversal of impairment loss) 

- 

- 

Interest earned 

4 004 186 

- 

Other non-cash item 

11 418 835 


Operating surplus before working capital changes: 

16 839 963 

103 327 710 

{lncrease)/decrease in inventories 

772 827 

(46 799) 

{lncrease)/decrease in trade receivables 

3 370 560 

(167 697) 

{lncrease)/decrease in other receivables 

51 127 637 

- 

{lncrease)/decrease in VAT receivable 

(3 473 060) 

9 965 399 

lncrease/(decrease) in conditional grants and receipts 

59 311 

(8 471 107) 

lncrease/(decrease) in trade payables 

(4 426 417) 

(3 881 288) 

lncrease/(decrease) in consumer deposits 

(30 194) 

(32 090 914) 

Decrease in short term obligations 

323 180 

12 123 038 

lncrease/(decrease) other adjustments 


133 359 

{lncrease)/decrease in prepayments 


(33 018) 

Cash generated by/(utilised in) operations 

64 563 807 

80 858 683 
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for the year ended 30 June 2013 


Note 2013 

R 


2012 

R 


32 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow 
statement comprise the following: 

73 729 126 107 412 778 

73 729 126 107 412 778 


Bank balances and cash 
Bank overdrafts 

Net cash and cash equivalents (net of bank overdrafts) 


33 CORRECTION OF ERROR 


During the year ended 30 June 2013, PPE and other assets 
were incorrectly recognised: - 

The comparative amount has been restated as follows: 

Note 2 Trade and Other Receivables from Exchange 

Transaction 2011/12 

41 499 719 

Note 3: CDM Advance Account - Debtor 2011/12 

27 334 613 

Statement of Financial Performance 2011/12 

1. Interest earned - Outstanding Receivables 

3 249 179 

2. Water and Sanitation Agency Fees 

35 701 277 

Correction of Prior Year Errors 

PROPERTY, PLANT AND EQUIPMENT 

- Adjustmentof Proprty, Plant and equipment 

-156 720 885 

CONDITIONAL GRANT5 

Roll over of unspent conditional grant not approaved by 

National Treasury 

FMG 2010 

846 000.00 

DME 2010 

2 400 000.00 

MIG 2011 

7 598 668.00 

MSIG 2011 

236 000.00 

MSIG 2011 

19 000.00 


11 099 668.00 


REVENUE 
EXCHANGE RATE 
Services Charges 

Property rates incorrectly charges 
Property rates - proir 2011 
Property rates - 2011 
Property rates - 2012 

NON EXCHANGE RATE 

Water and Sanitation Agency fees 

- Commission received incorrecity accounted - cash basis 

- Commission received 

Other income 

Rental income from MTN - 2011 
Allocation od direct deposit 


30 242 659.32 



4 797 101.27 

25 445 558.05 

-77 214.41 


-63 490.61 

-13 723.80 


25 468 605.16 

16 918 256.56 
5 998 177.08 
2 552 171.52 


Government grants and subsidies 

Unspent Grant withdrawn by National Treasury 

Equitable shares - 2012 -3 265 000.00 

Licence and permits: Department of Transport 

Traffic revenue - 2011/2012 -94 957.44 


52 274 092.63 
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Note 2013 2012 

R R 

33 CORRECTION OF ERROR (cont...) 

EXPENDITURE 
Employee Related Costs 


Overtime, subsitence and travel claims not accrued - 2012 


105 549.34 

General expenses 

Rental equipment not accrued when due 


79 844.04 

- Rental payment - 2012 


43 959.38 

- Rental payment - 2010 


35 884.66 

Provision for bad debts 



- Amount incorrectly allocated to bad debts 


73 396.78 

Loss of Income 

- Traffic revenue stolen - 2012 


97 381.00 

Reticulation electricity 

- Reticulation electricity not expensed 


-746 397.88 

ACCOUNTS PAYABLE - 2012 

Expenditure incorrectly accrued 


-849 542.35 

- Audit fees 


-791 287.51 

- Acommodation and meal 


-96 042.86 

- Catering 


-9 161.56 

- Fuel 


-102 545.19 

- Legal Fees 


91 728.03 

- Protective clothing 


13 639.75 

- Stationery 


20 552.00 

- Licenses and Subscriptions 


26 937.00 

- Postage 


237.99 

- Electricity 


-3 600.00 

Net effect on Statement of Financial Position 


-1 239 769.07 

-94 586 894 

Net effect on Accumulated surplus opening balance 


-94 586 894 


34 RE-STATEMENT OF PRIOR YEAR BALANCE DISCLOSED 

Note 2 Trade and Other Receivables from Exchange 
Transaction 2011/12 

Note 3: CDM Advance Account - Debtor 2011/12 
Statement of Financial Performance 2011/12 

1. Interest earned - Outstanding Receivables 

2. Water and Sanitation Agency Fees 

In terms of GRAP 3 was the above comparative balances 
restated as a result of over and under disclosure of 
comparative balance. 

The incorrect balance was identified during the 2012/13 
Financial year for water and Sanitation agency transactions 

The interest earned was overstated by R4358177 which 
should have been recognised as agency fees which resulted 
in an understate of agency Fees. 

The Agency Fees was also understated by R 26545993 due to 
incorrect recognition of total accrued amount levied for water 
and sanitation for the 2012/2012 Financial period which 
resulted in a understatement of Trade Receivable of 
R29440978 an over statement of other receivables of 
R29440978 


41 499 719 
27 334 613 

3 249 179 
35 701 277 
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Note 2013 

R 


2012 

R 


35 Unauthorised, Irregular and Wasteful Expenditure 

35.1 Unauthorised expenditure 

Reconciliation of fruitless and wasteful expenditure 

Opening balance - 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
To be recovered - contingent asset 

Reconciliation of irregular expenditure 

Opening balance 

Fruitless and wasteful expenditure current year 
Condoned or written off by Council 
Transfer to receivables for recovery - not condoned 
Irregular expenditure awaiting condonement 

In terms of Section 32(2)(b) of the MFMA and Circular 68 
issued by 

National Treasury was the previous year irregular and 
Wasteful report tabled to Council to act interms of the councils 
SCM policy, and Section 170 of the MFMA. 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL 

36 FINANCE MANAGEMENT ACT 

36.1 Contributions to organised local government 

Opening balance 
Council subscriptions 
Amount paid - current 
Amount paid - previous years 

Balance unpaid (included in payables) 

The amount disclosed for the annual subsrciption paid to SALGA 

36.2 Audit fees 

Opening balance 
Current year audit fee 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in payables) 

36.3 VAT 

VAT input receivables and VAT output payables are shown in 
notes 10 and 11. All VAT returns have been submitted by the 
due date throughout the year. 

36.4 PAYE and UIF 

Opening balance 
Current year payroll deductions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in payables) 

36.5 Pension and Medical Aid Deductions 

Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 
Amount paid - previous years 

Balance unpaid (included in payables) 


2 678 046 2 667 892 

10 154 


2 678 046 2 678 046 


42 087 924 42 087 924 


42 087 924 42 087 924 


590 966 601 225 

(590 966) (601 225) 


0 


1 284 485 

2 107 410 3 820 063 

(3 391 895) (2 535 578) 


-0 1 284 485 


9 402 955 8 219 838 

(9 402 955) (8 219 838) 


15 841 106 10 342 341 

(15 841 106) (10 342 341) 
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Note 

2013 

2012 

Councillor’s arrear consumer accounts 

more than 90 days as at 30 June 2013: - 

Total 

R 

Outstanding less 

R 

Outstanding 

Ramoshaba L.L 

6 643 

560 

6 084 

Thobejane M.M 

8 029 

841 

7 188 

Sibanda P.S 

11 046 

974 

10 072 

Phaahia K.G 

10 449 

1491 

8 958 

Khwinana M 

34 508 

2 493 

32 015 

Ramalla T 

12 382 

1 097 

11 285 

Mokgophi M.T 

15 780 

2 068 

13 712 


98 838 

9 525 

89 312 

as at 30 June 2012 

Ramoshaba L.L 

4 766 

374 

4 392 

Sehlapelo M.J 

11 916 

1 609 

10 307 

Thobejane M.M 

10 679 

1 059 

9 620 

Sibanda P.S 

11 732 

1 108 

10 625 

Phaahia K.G 

14 188 

1 341 

12 846 

Mashiane M.E 

5 677 

1497 

4 180 

Khwinana M 

28 129 

2 347 

25 782 

Machaka M.P 

6 762 

523 

6 239 

Mphahlele H.M.M 

10 105 

2 252 

7 853 

Vilankulu R.J 

29 121 

3 748 

25 373 

Ramalla T 

10 069 

835 

9 234 

Mokgophi M.T 

16 715 

677 

16 038 

Mphahlele L.E. 

2 165 

2 165 

- 

Total Councillor Arrear Consumer Accounts 

162 025 

19 535 

142 490 


During the year the following Councillors had arrear accounts 
outstanding for more than 90 days. 

37 CAPITAL COMMITMENTS 


37.1 Commitments in respect of capital expenditure 

- Approved and contracted for 

Infrastructure 

Community 

Heritage 

- Approved but not yet contracted for 

Infrastructure 

Community 

Heritage 

Total 


46 599 293 

22 891 263 

23 708 030 


101 115 659 

78 048 595 
23 067 064 


46 599 293 101 115 659 


This expenditure will be financed from: 

- External Loans 

- Own resources (46 599 293) (100 104 502) 

- District Council Grants 
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Note 2013 2012 

R R 

38 EMPLOYMENT BENEFITS 

No provision was made for Post-Emploment benefits for 
medical Aid and Pension Fund contributions. In terms of the 
Defined Contributions Plan the municipality obiligations 
is determine by the amounts to be contributed during 
the financial reporting period and has no further post- 
employment 

obiligations or liabilities towards the medical and pension 
benefits. 

Defined contribution plans are post-employment benefit plans 
under which an entity pays fixed contributions into a separate 
entity (a fund) and will have no legal or constructive obligation 
to pay further contributions if the fund does not hold sufficient 
assets to pay all employee benefits relating to employee 
service in the current and prior periods. 


38.1 MEDICAL BENEFIT INFORMATION 
Defined contribution plan 

The municipalities contribute to four medical aid funds and was 
the annual contributions as follows: 


Medshield 

57 226 


Bonitas 

1 622 989 


Hosmed 

258 906 


Samwumed 

152 110 


Keyhealth 

42 898 


LA Health 

772 278 


Total Current contributions to defined contribution plan 

2 906 408 


38.2 PENSION BENEFIT INFORMATION 



Defined contribution plan 

The municipalities contribute to four pension funds for the employees 
and councillors and was the annual contributions as follows: 



Municipal Gratuity Fund 

5 661 257 


National Fund for Municipal workers 

2 559 130 


Municipal Councillors Pension Fund 

1 073 093 


Total Current contributions to defined contribution plan 

9 293 481 


39 Financial Instruments 



39.1 Debtors 



Consumer Debtors 

38 129 161 

41 499 719 

Other Debtors 

2 147 560 

53 275 197 

Vat 

8 459 981 

4 986 921 

Sub-Total 

48 736 702 

99 761 836 

Less: Provision for Bad Debts 

77 962 910 

56 779 807 

Sub-Total 

-29 226 208 

42 982 029 

39.2 Creditors 



Payables 

42 103 235 

46 229 652 

Deposits 

491 226 

521 420 

Sub-Total 

42 594 460 

46 751 072 

39.3 Borrowings 



Financial Lease - 3 yrs 

Current Portion 

315 158 

315 158 


514 020 

190 840 

Current Portior 



Sub-Total 

829 178 

505 998 
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Note 

2013 

2012 


R 

R 
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Note 2013 2012 

R R 

39.4 Cash and Cash Equivalents 


Cash On-Hand 


5 

545 


3 

767 

Cash in Bank 

2 

580 

962 

8 

367 

525 

Short- Term Investments 

71 

142 

619 

99 

041 

487 

Sub-Total 

73 

729 

126 

107 

412 

778 

Total 

1 

079 

280 

103 

137 

738 


40 CONTINGENT LIABILITY 



Claim for damages 

365 089 458 

3 118 467 


The contingent liability amount represent the eatimated claims 
against the municipality and 
See Appendix G for more detail 


41 RELATED PARTIES 

During the year, in the ordinary course of business, 
transactions 

have occured under terms and condition no more 
favourable than 
Management Team 

No business transaction took place between Lepelle Nkumpi Municipality 
and key Management personnel(Munipal Manager and Directors) 
and their close family members during the year under review. 

Details relating to their remuniration is disclosed in note 24. 

42 RISK MANAGEMENT 

42.1 Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents 
and trade debtors. Tbe municipality only deposits cash with 
major banks with high quality credit standing and limits 
exposure to any one counter-party. 

Trade receivables comprise a widespread customer base. 

Management evaluates credit risk relating to customers on an 
ongoing basis. If customers are independently rated, these 
ratings are used. Otherwise, if there is no independent rating, 
risk control assesses the credit quality of the customer, taking 
into account its financiai position, past experience and other 
factors. Individual risk limits are set based on internal or 
external ratings in accordance with limits set by the board. The 
utilisation of credit limits is regularly monitored. Sales to retail 
customers are settled in cash or using major credit cards. 

Credit guarantee insurance is purchased when deemed 

43 COMPARISON WITH THE BUDGET 

The comparison of the Municipality’s actual financial 
performance with that budgeted is set out in Statement of 
Comparison Budget. 

44 GOING CONCERN 

In terms of the accounting standard GRAP 1 paragraphs 
27 to 30 the annual financial statements are prepared on 
a going concern basis. The assumption is based on the 
fact that the municipality may invoke its power to levy 
additional rates or taxes to enable the municipality to be 
considered as a going concern even though the 
municipality will be operational for extended periods with 
neegative net assets. 
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Note 2013 

R 

However based on the current solvency and liquidity 
ratio's tests performed, the municipality's ability to 
operate as a going concern is under threat. 

45 CHANGE IN ACCOUNTING POLICY 

There were no change in account policy that required changes 
to the prior year reporting amounts. 


46 RATIFICATION OF DEVIATIONS FROM BREACHES IN 
PROCUREMENT PROCESSES 

Prescribed procurement processes were not followed but was 
approved by the Municipal Manager in terms of delegated 
powers and in accordance with Supply Chain Management 
Regulations and Policy. Valid reasons for deviations were 
recorded in all instances. 


2012 

R 
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APPENDIX A 

Lepelle Nkumpi Local Municipality 

ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT AS AT 30 JUNE 2013 



Historical Cost 

Accumulated Depreciation / Impairment 

Carrying 

Description 

Opening 

Balance 

Additions 

Transfers 

Disposals 

Closing 

Balance 

Opening 

Balance 

Additions 

Transfers 

Disposals 

Closing 

Balance 

Value 


R 

R 

R 

R 

R 

R 

R 

R 

R 


R 

R 

Land and Buildings 

Land 












13 940 705 

Community Facilities 

215 767 004 

3 361 353 

- 

- 

219 128 356 

14 155 036 

11 326 004 

- 

- 


25 481 040 

225 384 597 

Operational Facilities 

24 325 899 

29 250 

- 

- 

24 355 149 

8 373 709 

1 312 633 

- 

- 


9 686 343 

14 668 806 


240 092 902 

3 390 603 

- 

- 

243 483 505 

22 528 745 

12 638 637 

- 

- 

35 167 383 

253 994 108 


0.00 

0.00 

0.00 

0.00 

0.00 








Infrastructure 

Electricity: 

Electricity Network 

8 136 649 

1 419 842 

. 

. 

9 556 491 

1 855 446 

188 844 

. 

. 


2 044 290 

8 634 414 

Roads: 

Roads Network 

203 692 029 

27 664 228 

- 

- 

231 356 257 

68 916 782 

9 836 359 

- 

- 


78 753 141 

180 777 107 


211 828 679 

29 084 070 

- 

- 

240 912 749 

70 772 228 

10 025 203 

- 

- 

80 797 431 

189 411 521 


0.00 

0.00 

0.00 

0.00 

0.00 








Other Assets 

Emergency Equipment: 

Fire fighting equipment / fire hoses 

29 050 




29 050 

3 150 

5 229 




8 379 

20 671 

Emergency / rescue equipment 

8 300 

- 

- 

- 

8 300 

1 010 

1494 

- 

- 


2 504 

5 796 

|Fum/ft7re and Fittings: 

Chairs and couches 

2 345 100 

16 909 



2 362 009 

606 692 

304 442 




911 134 

1 450 875 

Other furniture and fittings 

354 890 

87 451 

- 

- 

442 342 

61 138 

72 360 

- 

- 


133 498 

308 843 

Cabinets & cupboards 

1 116 723 

58 322 

- 

- 

1 175 045 

194 524 

162 620 

- 

- 


357 144 

817 901 

Tables & desks 

984 947 

49 525 

- 

- 

1 034 472 

152 467 

162 230 

- 

- 


314 696 

719 776 

Shelving and bookcases 

153 017 

4 523 

- 

- 

157 540 

23 008 

20 209 

- 

- 


43 216 

114 323 

Heritage assets 

Jewellery 

187 500 

- 




- 

- 




- 

187 500 

1 Motor Vehicles: 

Trucks, buses and idv's 

6 714 784 

2 229 846 



8 944 630 

713 301 

289 670 




1 002 971 

7 941 659 

Specialised vehicles 

6 106 774 

200 000 

- 

- 

6 306 774 

737 859 

196 609 

- 

- 


934 468 

5 372 306 

Trailers and accessories 

753 993 

64 000 

- 

- 

817 993 

76 892 

36 764 

- 

- 


113 656 

704 338 

Farm vehicles 

74 400 

- 

- 

- 

74 400 

7 142 

3 571 

- 

- 


10 714 

63 686 

Passenger vehicles 

2 609 156 

447 368 

- 

- 

3 056 524 

321 420 

199 757 

- 

- 


521 177 

2 535 347 

Tractors 

84 000 

- 



84 000 

19 488 

2 688 




22 176 

61 824 

Emergency vehicles 

9 910 

- 



9 910 

3 092 

476 




3 568 

6 342 

Office Equipment: 






- 

. 




- 

- 
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Computer hardware 

3 683 322 

135 924 

- 

- 

3 819 246 

775 156 

819 935 

- 

- 

1 595 091 

2 224 155 

Audiovisual equipment 

365 015 

19 721 

- 

- 

384 736 

137 786 

62 052 

- 

- 

199 838 

184 898 

Office machines 

908 533 

1 581 

- 

- 

910 114 

112 775 

170 119 

- 

- 

282 894 

627 220 

Domestic equipment 

126 380 

4 746 

- 

- 

131 126 

26 293 

27 928 

- 

- 

54 221 

76 905 

Air conditioners 

691 378 

41 710 

- 

- 

733 088 

94 488 

161 827 

- 

- 

256 315 

476 772 

Office equipment - other 

240 967 

7 242 

- 

- 

248 210 

49 524 

51 532 

- 

- 

101 057 

147 153 

Plant and Equipment: 

Lawnmowers / gardening equipment 

242 431 




242 431 

133 764 

60 393 



194 157 

48 274 

Workshop equipment and tools 

282 847 

12 000 

- 


294 847 

31 111 

35 972 



67 083 

227 764 

Sport and recreational equipment 

99 611 

- 

- 


99 611 

19 842 

8 965 



28 807 

70 804 

Plant and equipment - other 

2 513 359 

129 000 

- 


2 642 359 

714 822 

426 548 



1 141 370 

1 500 989 

Generators 

67 573 

140 000 

- 


207 573 

16 846 

12 041 



28 887 

178 685 

Lab equipment 

2 040 

- 

- 

- 

2 040 

184 

367 

- 

- 

551 

1489 

Compressors 

1 345 

- 

- 

- 

1 345 

121 

242 

- 

- 

363 

982 

Mobile Offices 

99 729 

- 

- 

- 

99 729 

12 399 

9 973 

- 

- 

22 372 

77 357 

Fire Arms 

77 807 

- 

- 

- 

77 807 

36 836 

14 005 

- 

- 

50 841 

26 966 

Security Measures 

231 052 




231 052 

94 654 

41 119 



135 773 

95 279 


31 165 934 

3 649 869 

- 

- 

34 628 302 

5 177 786 

3 361 137 

- 

- 

8 538 923 

26 276 879 

Intangible Assets 

Computer Software 

336 294.00 

11 051.00 



347 345.00 


146 404 



146 404 

200 941 







- 

146 404 

- 

- 

146 404 

200 941 

Lease Assets 


747 075.00 



747 075.00 

- 

- 

- 

- 

- 

747 075 

Total 

483 423 809 

36 882 667 

- 

- 

520 118 976 

98 478 759 

26 171 382 

- 

- 

124 650 140 

470 630 524 
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APPENDIX B 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
AS AT 30 JUNE 2013 


2012 

2012 

2012 


2013 

2013 

2013 

Actual Income 

Actual Expenditure 

Surplus / (Deficit) 


Actual Income 

Actual Expenditure 

Surplus / (Deficit) 

R 

R 

R 


R 

R 

R 

13 382 

28 717 931 

(28 704 549) 

Municipal Manager 

30 545 663 

31 283 006 

(737 343) 

169 573 666 

17 113 115 

152 460 552 

Finance & Admin 

52 771 469 

14 313 414 

38 458 055 

102 660 

5 416 445 

(5 313 785) 

Economic Development* Planning 

8 602 963 

6 257 862 

2 345 101 

9 187 832 

14 887 816 

(5 699 983) 

Community Services 

27 520 548 

15 969 063 

11 551 485 

804 231 

21 957 024 

(21 152 792) 

Corporate Services 

25 035 228 

29 593 536 

(4 558 308) 

40 987 678 

34 983 426 

6 004 252 

Technical Services 

85 202 257 

23 154 915 

62 047 342 



220 669 450 

123 075 756 

97 593 694 

Less: Inter-Department Charges 

229 678 128 

120 571 796 

109 106 332 

220 669 450 

123 075 756 

97 593 694 

Total 

229 678 128 

120 571 796 

109 106 332 




APPENDIX C 1 

ACTUAL OPERATING VERSUS BUDGET FOR THE YEAR ENDED 30 JUNE 2013 



2013 Actual 

2013 

Budget 

2013 Variance 

2013 

Variance 

Explanations of significant variances greater than 10% versus budget 

R 

R 

R 

% 








REVENUE 












Property rates 

16 112 762.00 

22 000 000.00 

-5 887 238.00 

73.24 


Service charges 

4 289 954.00 

4 680 000.00 

-390 046.00 

91.67 


Rental of facilities and 
equipment 

104 203.00 

146 440.00 

-42 237.00 

71.16 


Interest earned - external 

investments 

4 004 186.00 

4 500 000.00 

-495 814.00 

88.98 


Interest earned - 
outstanding debtors 

5 619 864.00 

7 000 000.00 

-1 380 136.00 

80.28 


Fines 

624 895.00 

600 000.00 

24 895.00 

104.15 


Licensing & permits 

3 639 778.00 

5 200 000.00 

-1 560 222.00 

70.00 


Other Revenue 

1 635 113.00 





Aqenccy Fees 

24 975 260.00 





Government grants & 
subsidies - operating 

132 285 539.00 

123 354 870.00 

8 930 669.00 

107.24 








OTHER 

57 947 221.00 

112 452 272.00 

-54 505 051.00 

51.53 








EXPENDITURE 






Employee related costs 

54 374 847.78 

57 073 789.00 

-2 698 941.22 

95.27 


Remuneration of 

councillors 

14 014 556.95 

13 785 971.00 

228 585.95 

101.66 


Bad debts 

23 790 080.81 

38 001 053.00 

-14 210 972.19 

62.60 


Collection costs 

- 


- 



Depreciation 

26 078 999.06 

65 000 000.00 

-38 921 000.94 

40.12 


Repairs & maintenance 

6 995 885.00 1 565 647.00 

5 430 238.00 

446.84 


Finance costs 

149 514.95 

225 000.00 

-75 485.05 

66.45 


Bulk purchases 

- 


- 

- 


Grants & subsidies paid 

- 


- 

- 


General expenses 

59 387 935.27 

46 459 095.00 

- 

127.83 


Total Expenditure 

184 791 819.82 

222 110 555.00 

-50 247 575.45 

83.20 








NET SURPLUS/(DEFICIT) 
FOR THE YEAR 

45 111 473.18 

57 823 027.00 

-55 305 180.00 

78.02 








Grants & Subsidies 

169 884 278.95 

157 458 000.00 

■8 075 357.13 

107.89 


Equitable Share 

124 156 668.00 

116 322 000.00 

-7 834 668.00 

106.74 

Was incorrectly adjusted as the varience of R7, 835, 001 was for unspent conditional grants not 
for Equitable Share. 

LGFMG 

1 740 689.13 

1 500 000.00 

-240 689.13 

116.05 

The 16.05% variance is as a results of spending of the approved roll over of the previous 
financial year. 

MIG 

34 836 000.00 

34 836 000.00 


100.00 


MSIG 

800 000.00 

800 000.00 


100.00 


Roll over 






DME 

4 000 000.00 

4 000 000.00 


100.00 


CDMiLandfill Management 




* 

CDM has transfered R800,000 Landfill management which was not budgeted for. 

CDM:0&M 

2 103 921.82 

3 000 000.00 

896 078.18 

70.13 

CDM has transfered R300,000 more than the actual budget for O&M for water related 
expenditure. 

CDMiMamaolo Community 
Hall 


100 000.00 

100 000.00 

- 

The amount Budgeted was for roll over of the previous financial year. 

CDM:Noko Tlou Stadium 


300 000.00 

300 000.00 

- 


EPWP Incentive Grant 

2 247 000.00 

1 260 000.00 

-987 000.00 

178.33 

The roll over of R987,000 from the previous financial years was spent in 2012-2013. 








APPENDIX C (2) 

ACTUAL CAPITAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT AND EQUIPMENT) 
FOR THE YEAR ENDED 30 JUNE 2013 



2013 



2013 

2013 

2013 



Actual 

Under 

Construction 

Total 

Additions 

Budget 

Variance 

Variance 

Explanations of significant variances greater than 
5% versus budget 

Corporate Services 

268 590 

- 

- 

1 110 000 

841 410 

24% 


Financial Services 

22 931 

- 

- 

30 000 

7 069 

76% 


Community Services 

17 979 004 

- 

- 

34 204 626 

16 225 622 

53% 


Technical Services 

68 924 143 

- 

- 

97 938 415 

29 014 272 

70% 




■ 

■ 

- 

- 

0% 


TOTAL 

87 194 668 

- 

- 

133 283 041 

46 088 373 

34.58 



APPENDIX D 

DISCLOSURE OF GRANTS AND SUBSIDIES FOR THE YEAR ENDED 30 JUNE 2013 


DISCLOSURE OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 200: 




Appendix E 

Contingent Liabilties as at 30 JUNE 2013 


Date 

Type of case 

Summary of case 

Name of parties 

Authority that dealt 
with the case e.g. 
High Court 

Amount involved 

Outcome 

01 February 2012 

civil case 

the plaintiff issued a summon 
against the LNM claiming 
specific damages of R64 005.70 
, incurred on his vehicle as a 
result of the sole negligent 
driving of LNM motor vehicle by 
one of its unknown employee 
who caused the collision 
between plaintiff's vehicle and 
LNM vehicle 

KOMANE// LNM 

THABAMOOPO 

MAGISTRATE 

COURT 

64 005.70 

The plaintiff 
withdrew the case 
and LNM has 
instructed the 
attorney of record 
to recover the 
incurred legal 
costs. 

15 September 2011 

civil case 

SANCO instituted an action in 
the form of application 
proceeding sought a relief that 
the LNM be compelled to cancel 
all the existing water debts owed 
by the consumers, LNM to repair 
the leaking water pipes, LNM not 
charge consumers a flat rate 
above R70 per household on a 
monthly basis, LNM not refuse 
proof of residence to the 
residence as reult pof water bill 
arreas and that LNM to pay the 
costs of the legal action 

SANCO// LNM 

NORTH GAUTENG 

HIGH COURT 

Payment of R70 flat 
rate as a monthly 
water bill 

the court orderd 
LNM not to charge 
more than aflat 
rate of R70 per 
household per 
months from the 
date of the 
application. Not to 
charge more than a 
flat rate of R50 
from August 209 to 
11 September 

2011. the 
muncipality has 
obtained a leave to 
appeal at Supreme 
court of appeal 

27 May 2009 

civil case 

MV Maja instituted an application 
against LNM and COGHSTA for 
an order directing the COGHSTA 
and LNM to approve the 
applicant's application for the 
certification of allocation of site 
known as stand no 16691, Ga 
Mphahlele. The applicant then 
enrolled. 

KV Maja sought a monetary 
claim in the amount of R358 418 
680 plus interests and R2 500 

000 for general damages 

KV MAJA// LNM 

NORTH GAUTENG 

HIGH COURT 

360 918 680.00 

The matter was 
heard on the 11 
February 2013 and 
the judgment is still 
reserved. 







































13 August 2019 



27 September 2013 



11 February 2011 




02 June 2011 




20 July 2009 



25 March 2011 



10 December 2012 



10 December 2012 


vehicle calculated at R41 100 as 

a result of the negligent driving 

of the LNM vehicle by its 

empolyee. On or round 

September 2011, the plaintiff 

obtained a default judgment BUSINESS 

against the LNM in the amount of ENTERPRISE// LNM 

R41 100. LNM made an 

application for rescission of 

judgment and it was granted, no 

progress made by the applicant 

since then. 


LNM received 13 summons from 
TELKOM and the cause of action 
is the same on the same date. 
TELKOM claim for damages 
incurred as a result of 
destruction of its 
telecommunication cables by the 
LNM employees 


the plaintiff instituted an action 

against the LNM for payment of 

damages calculated at R50 

975.37 incurred as a result of the SEKWELA 

negligence on the part of LNM EDWARD// LNM 

and construction entity, by failing AND LEBAKA 

to put the warnng signs and the CONSTRUCTION 

said omossion led to the 

occurance of the accident of the 

plaintiff's vehicle. 


the palintiff issued summons 
claiming an amount of R60 000 
as a result of the alleged 
unlawful arrest by the traffic 
officer and repossessed his 
drivers license to Zebediela 
Police station. The plaintiff was a 
driver and was released on 


WARMBATH 

MAGISTRATE 

COURT 


THABAMOOPO 

MAGISTRATE 

COURT 


THABAMOOPO 

MAGISTRATE 

COURT 


MAREMA WILLIAM// 
LNM 


MOKERONG 

MAGISTRATE 

COURT 






Romix (applicant) claimed 
payment in the amount of R724 
284.94 against both respondents 
jountly and severally for the non ROMIX 

payment of the submitted INDUSTRIES PTY NORTH GAUTENG 

invoice. On the 26/11/2009, LNM LTD// RAMOETSI HIGH COURT 

made an application for recission ROADS AND LNM 

of judgment obtained by Romix 

against LNM. the rescission of 

judgment was granted 


LNM appointed the service of the 
attorney to recover the debt 
owed to the municipality. The 
attorney is yet demanding the 
outsatinding legal fees invoices 
after his service was terminated. 


the plaintiff alledges that LNM 
had unlawfully removed the 
erected fences and poles at unit 
B whilst the application for 
removal of those materials was 
and is pending at court. The 
palintiff claim the payment of 
R50 000 for each of 3rd to 
fifttieth plaintiffs 


the plaintiff alleges that LNM had 
unlawfully and wrongfully turned 
the arable fields of Ledwaba 
community into a cemetery yard. 
As a result they claim damages 
of R50 000 for 10 peole 



NORTH GAUTENG 
HIGH COURT 


41 100.00 

The case is still 
pending and LNM 
has issued an 
instruction to the 
attorney of reecord 
to proceed with the 
case until is heard 
to finality. 

R 50 157.45 

MAKGOBA 

KGOMO 

MAKGALENG 

INC 

STILL PENDING 

477 479.98 

All the 13 claims 
against the LNM 
were dismissed 
with costs 

R 130 900.50 

JEFF 

MATHABATH 

A INC 

16-Feb-13 

50 975.57 

The matter is still 
pending. 

R31 080.39 

MAMMULE 

CHIDI 

ATTORNEYS 

STILL PENDING 

60 000.00 

The plaintiff's 
merits was 
dismissed with 
costs on the 3rd 
Decemeber 2013 

R46 718 

Rangoanasha 

Inc 

3rd December 

2012 

R724 284.94 

The judgment for 
thye payment of the 
R724 284 was 

rescinded. 

R95 614.75 

KNOWLES 

HUSSAIN 

LINDSAY INC 

2010/08/09 

577 217.16 

The matter is under 
negotiations 

R 500 000 

NOKO 

MAIMELA 

ATTORNEYS 

NOT 

APPLICABLE 

2 400 000.00 

The matter is still 
pending. 

R76 476 

MOYO INC 

NOT 

APPLICABLE 







500 000.00 


R20 455 


MAMMULE 

CHIDI 

ATTORNEYS 


'PLICABLE 
































































